
This document is a partial translation of the original Japanese document filed by Kioxia Holdings Corporation (the 
“Company”) and is provided for reference purposes only. In the event of any discrepancy between this document and 
the original Japanese document, the original Japanese document shall prevail.

8th Period

Annual Securities Report
From April 1, 2025
To March 31, 2026

(Report based on Article 24, Paragraph 1 of the Financial Instruments and Exchange Act)

Kioxia Holdings Corporation

3-1-21 Shibaura, Minato-ku, Tokyo



Page

I. Consolidated Financial Statements and Related Notes 2
Consolidated Financial Statements 2
Notes to Consolidated Financial Statements 8
Other Information 82

II. Management’s Discussion and Analysis of Financial Position, Results of Operations, and Cash Flows 83
III. Risk Factors 88
Independent Auditor’s Report

Index



Document Name Annual Securities Report

Basis Article 24, Paragraph 1 of the Financial Instruments and Exchange Act

Date June 24, 2026

Fiscal Year April 1, 2025 to March 31, 2026

Company Name Kioxia Holdings Corporation

Representative Representative Director Nobuo Hayasaka

Location of Head Office 3-1-21 Shibaura, Minato-ku, Tokyo, Japan

Phone Number 03-6478-2539

Administrative Contact General Manager of Disclosure Division Makoto Sonoda

Location of Nearest Contact 3-1-21 Shibaura, Minato-ku, Tokyo, Japan

Phone Number 03-6478-2539

Administrative Contact General Manager of Disclosure Division Makoto Sonoda

Cover

- 1 -



Millions of yen

Notes As of March 31, 2026 As of March 31, 2025

Assets:
Current assets:

Cash and cash equivalents 7 470,707 167,932
Trade and other receivables 8 and 29 660,559 238,594
Other financial assets 9 and 29 7,191 3,971
Inventories 10 412,612 352,863
Other current assets 66,760 43,349
Total current assets 1,617,829 806,709

Non-current assets:
Property, plant and equipment 11 1,055,255 1,100,181
Right-of-use assets 15 178,092 197,063
Goodwill 12 395,585 395,256
Intangible assets 12 11,192 10,658
Investments accounted for using
equity method

8,097 7,401

Other financial assets 9 and 29 219,230 63,179
Other non-current assets 27,285 20,069
Deferred tax assets 13 177,506 319,163
Total non-current assets 2,072,242 2,112,970

Total assets 3,690,071 2,919,679

I. Consolidated Financial Statements and Related Notes
Consolidated Financial Statements

(1) Consolidated Statement of Financial Position
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Millions of yen

Notes As of March 31, 2026 As of March 31, 2025

Liabilities and equity:
Liabilities:

Current liabilities:
Bonds and borrowings 14, 29 and 36 175,452 246,508
Trade and other payables 16 and 29 594,917 504,011
Lease liabilities 29 and 36 43,911 42,521
Other financial liabilities 14,29 and 36 28,338 28,058
Income taxes payable 104,516 38,183
Provisions 18 3,876 3,328
Other current liabilities 146,998 122,564
Total current liabilities 1,098,008 985,173

Non-current liabilities:
Bonds and borrowings 14, 29 and 36 872,116 531,198
Lease liabilities 29 and 36 161,710 179,294
Other financial liabilities 14, 29 and 36 － 321,261
Retirement benefit liability 17 42,871 46,477
Provisions 18 12,840 7,560
Other non-current liabilities 102,725 111,017
Deferred tax liabilities 13 722 3
Total non-current liabilities 1,192,984 1,196,810

Total liabilities 2,290,992 2,181,983
Equity:

Share capital 19 31,284 25,239
Capital surplus 19 875,804 866,665
Other components of equity 19 and 28 124,888 35,208
Retained earnings
(Accumulated deficit)

19 366,955 (189,547)

Treasury shares 19 (2) －

Total equity attributable to owners of
parent

1,398,929 737,565

Non-controlling interests 150 131
Total equity 1,399,079 737,696

Total liabilities and equity 3,690,071 2,919,679

The accompanying notes are an integral part of these financial statements.
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Millions of yen except per share amounts

Notes From April 1, 2025
to March 31, 2026

From April 1, 2024
to March 31, 2025

Revenue 21 2,337,628 1,706,460
Cost of sales 10 and 22 1,324,724 1,137,027
Gross profit 1,012,904 569,433

Selling, general and administrative
expenses

23 and 28 146,581 127,851

Other income 24 8,902 14,675
Other expenses 24 4,856 4,509
Operating profit 870,369 451,748

Finance income 25 9,499 3,707
Finance costs 20 and 25 96,708 85,328
Share of profit of investments accounted for 
using equity method

935 542

Profit before tax 784,095 370,669

Income tax expense 13 229,599 98,348
Profit 554,496 272,321

Profit attributable to:
Owners of parent 554,490 272,315
Non-controlling interests 6 6
Profit 554,496 272,321

Earnings per share:
Basic earnings per share in yen 27 1,024.07 519.96
Diluted earnings per share in yen 27 1,009.15 515.45

(2) Consolidated Statement of Profit or Loss and Comprehensive Income
Consolidated Statement of Profit or Loss

The accompanying notes are an integral part of these financial statements.
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Millions of yen

Notes From April 1, 2025
to March 31, 2026

From April 1, 2024
to March 31, 2025

Profit 554,496 272,321

Other comprehensive income
Items that will not be reclassified to profit or loss

Net change in financial assets measured at fair 
value through other comprehensive income

26 and 29 80,309 (16,979)

Remeasurements of defined benefit plans 17 and 26 2,008 1,652
Total of items that will not be reclassified to 
profit or loss

82,317 (15,327)

Items that may be reclassified to profit or loss
Exchange differences on translation of foreign 
operations

26 6,178 (1,526)

Effective portion of cash flow hedges 26 and 29 3,657 2,123
Share of other comprehensive income of 
investments accounted for using equity method

26 31 (10)

Total of items that may be reclassified to profit 
or loss

9,866 587

Other comprehensive income, net of tax 92,183 (14,740)

Comprehensive income 646,679 257,581

Comprehensive income attributable to:
Owners of parent 646,660 257,581
Non-controlling interests 19 0
Comprehensive income 646,679 257,581

Consolidated Statement of Comprehensive Income

The accompanying notes are an integral part of these financial statements.
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Millions of yen

Notes Share
capital

Capital
surplus

Other
components

of equity

Retained
earnings

(Accumulated
deficit)

Treasury 
shares

Total equity
attributable
to owners of

parent

Non-
controlling
interests

Total equity

Balance as of April 1, 2024 19 10,000 851,517 51,172 (463,054) － 449,635 131 449,766

Profit － － － 272,315 － 272,315 6 272,321

Other comprehensive income 26 － － (14,734) － － (14,734) (6) (14,740)

Comprehensive income － － (14,734) 272,315 － 257,581 0 257,581

Issuance of new shares
19 and 

28
15,229 15,138 － － － 30,367 － 30,367

Share-based payment 
transactions

19 and 

28
10 10 (40) 2 － (18) － (18)

Transfer from other 
components of equity to 
retained earnings

19 and 

26
－ － (1,190) 1,190 － － － －

Total transactions with owners 15,239 15,148 (1,230) 1,192 － 30,349 － 30,349

Balance as of March 31, 2025 19 25,239 866,665 35,208 (189,547) － 737,565 131 737,696

Profit － － － 554,490 － 554,490 6 554,496

Other comprehensive income 26 － － 92,170 － － 92,170 13 92,183

Comprehensive income － － 92,170 554,490 － 646,660 19 646,679

Issuance of new shares
19 and 

28
5,795 5,795 － － － 11,590 － 11,590

Purchase of treasury shares
19 and 

28
－ － － － (2) (2) － (2)

Share-based payment 
transactions

19 and 

28
250 3,344 (482) 4 － 3,116 － 3,116

Transfer from other 
components of equity to 
retained earnings

19 and 

26
－ － (2,008) 2,008 － － － －

Total transactions with owners 6,045 9,139 (2,490) 2,012 (2) 14,704 － 14,704

Balance as of March 31, 2026 19 31,284 875,804 124,888 366,955 (2) 1,398,929 150 1,399,079

(3) Consolidated Statement of Changes in Equity

The accompanying notes are an integral part of these financial statements.
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Millions of yen

Notes From April 1, 2025
to March 31, 2026

From April 1, 2024
to March 31, 2025

Cash flows from operating activities
Profit before tax 784,095 370,669
Depreciation and amortization 312,826 312,307
Impairment losses 366 30
Finance income (9,499) (3,707)
Finance costs 96,708 85,328
Share of loss (profit) of investments accounted for 
using equity method

(935) (542)

Loss (gain) on sales and retirement of non-current 
assets

(1,168) (6,883)

Decrease (increase) in inventories (55,765) (82,092)
Decrease (increase) in trade and other receivables (397,696) (89,361)
Increase (decrease) in trade and other payables 53,165 (12,373)
Increase (decrease) in retirement benefit liability (744) 376
Other (20,703) (8,700)
Subtotal 760,650 565,052
Interest and dividends received 4,019 3,366
Interest paid 20 (88,709) (82,409)
Income taxes refund (paid) (59,420) (9,593)
Net cash provided by operating activities 616,540 476,416

Cash flows from investing activities
Purchase of property, plant and equipment (281,062) (223,847)
Proceeds from sale of property, plant and equipment 6,254 8,820
Purchase of intangible assets (2,612) (1,756)
Proceeds from government grants 56,396 43,748
Other (488) 24
Net cash used in investing activities (221,512) (173,011)

Cash flows from financing activities
Net increase (decrease) in short-term borrowings 
and Revolving Credit Facility balances executed

14 and 36 － (126,400)

Proceeds from long-term borrowings 14 and 36 535,637 68,020
Repayments of long-term borrowings 14 and 36 (616,429) (265,879)
Proceeds from issuance of bonds 14 and 36 326,656 －

Repayments of lease liabilities 36 (30,528) (28,787)
Redemption of preferred shares 14 and 36 (322,996) －

Proceeds from issuance of shares 19 and 28 11,588 30,367
Purchase of treasury shares 19 (2) －

Net cash used in financing activities (96,074) (322,679)

Effect of exchange rate changes on cash and cash 
equivalents

3,821 (387)

Net increase (decrease) in cash and cash equivalents 302,775 (19,661)
Cash and cash equivalents at beginning of period 167,932 187,593
Cash and cash equivalents at end of period 7 470,707 167,932

(4) Consolidated Statement of Cash Flows

The accompanying notes are an integral part of these financial statements.
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Notes to Consolidated Financial Statements

1. Reporting Entity

Kioxia Holdings Corporation (the “Company”) is a corporation located in Japan. The registered address of the 
Company’s headquarters is 1-21, Shibaura 3-chome, Minato-ku, Tokyo, Japan. The consolidated financial statements 
as of, and for the fiscal year ended March 31, 2026 are comprised of the Company, its consolidated subsidiaries 
(collectively the “Group”) and interests in associates and joint arrangements.

The Group engages in research and development activities, manufacturing, sales, and other services of memory and 
related products.

2. Basis of Preparation

(1) Compliance with IFRS
The consolidated financial statements of the Group meet the requirements of "specified company complying with 
designated international accounting standards" as stipulated in Article 1-2, Item 1 of the Ordinance on Consolidated 
Financial Statements. Therefore, the provisions of Article 312 of the same regulations are applied, and the Group’s 
consolidated financial statements are prepared in accordance with IFRS.

The consolidated financial statements were approved by Nobuo Hayasaka, Representative Director, and Yoshihiko 
Kawamura, Vice President and Executive Officer on June 24, 2026.

(2) Measurement basis
The consolidated financial statements of the Group are prepared based on a historical cost basis except for 
financial instruments, etc. measured at fair value, as mentioned in “3. Material Accounting Policies.”

(3) Functional and presentation currencies
The consolidated financial statements of the Group are presented in Japanese yen, which is the functional currency 
of the Company. Amounts are rounded to the nearest million yen.

3. Material Accounting Policies

(1) Basis of consolidation
(i) Subsidiaries

Subsidiaries are companies that are controlled by the Group. The Group controls an investee when the Group is 
exposed, or has rights, to variable returns from its involvement with the investee and has the ability to affect those 
returns through its power over the investee.

The financial information of subsidiaries is included in the consolidated financial statements from the date the 
Group gains control until the date the Group ceases to control the subsidiaries.

If a subsidiary uses accounting policies other than those adopted in the consolidated financial statements of the 
Group, appropriate adjustments are made to that subsidiary’s financial information to the Group accounting 
policies. When the end of the reporting period of a subsidiary is different from that of the Company, the subsidiary 
prepares additional financial information as of the same date as the financial statements of the Company to 
enable the Company to consolidate the financial information of the subsidiary.

Intra-group balances and any unrealized income and expense arising from intra-group transactions are eliminated 
in the process of preparing consolidated financial statements.

Changes in the Company’s ownership interest in a subsidiary that do not result in the parent losing control of the 
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subsidiary are accounted for as equity transactions. The difference between the amount of adjustment in non-
controlling interests and the fair value of the consideration is recognized directly in equity attributable to the 
owners of the parent.

When the Company ceases to have control, the assets and liabilities of the subsidiary and the non-controlling 
interests in the subsidiary are derecognized, and any retained interest in the entity is remeasured at fair value as 
of the date such control is lost, with the change in carrying amount recognized in profit or loss.

(ii) Associates
An associate is a company over which the Group has significant influence in financial and operating policies but is 
not in control or joint control over those policies. If the Group holds 20 percent or more but 50 percent or less of a 
company’s voting rights, the Group is presumed to have significant influence over the company.

Investments in associates are accounted for using the equity method, in which the investment in associates is 
initially recognized at cost and the carrying amount is increased or decreased to recognize the Group’s share of 
the profit or loss and other comprehensive income of the investee after the date of acquisition.

If an associate uses accounting policies other than those adopted in the consolidated financial statements of the 
Group, appropriate adjustments are made to that associate’s financial information.

When the Group loses significant influence over an associate and no longer uses the equity method, the residual 
interest is remeasured at fair value. Gains or losses due to the loss of significant influence are recognized in profit 
or loss.

(iii) Joint arrangements
A joint arrangement is an arrangement in which the Group and other parties have joint control. Joint control is the 
contractually agreed sharing of control of an arrangement, which exists only when decisions about the relevant 
activities that significantly affect the returns of the arrangement require the unanimous consent of the parties 
sharing control. Joint arrangements of the Group are accounted for as follows:

・Joint operations
When the Group has rights to the assets, and obligations to the liabilities, relating to the arrangement, the 
Group recognizes its own assets, liabilities, income and expenses relating to the joint operations.

・Joint ventures
When the Group has rights to the equity of the arrangement, the Group accounts for joint ventures using the 
equity method, similar to associates.

(2) Business combinations
Business combinations are accounted for using the acquisition method. The cost of an acquisition is measured as 
the sum of fair values on the acquisition date of the assets transferred, liabilities assumed and equity instruments 
issued by the Company in exchange for control of the acquiree. When the cost of an acquisition exceeds the fair 
value of net identifiable assets and liabilities, the difference is recognized as goodwill in the consolidated financial 
statements. When the cost of an acquisition is below the fair value of identifiable assets and liabilities, the difference 
is immediately recognized in profit on the consolidated financial statements.

Transaction costs incurred in relation to a business combination such as agents’ fees, legal fees, and due diligence 
fees are expensed as incurred.

If the initial accounting for a business combination has not been completed as of the end of the consolidated fiscal 
year in which the business combination occurs, those items not completed are reported at provisional amounts. If 
information on facts and circumstances existing at the date of the acquisition are obtained during the period in 
which the information would have affected the measurement of the amounts had the information been known at the 
date of acquisition (“measurement period”), provisional amounts recognized at the date of acquisition are 
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retrospectively corrected in light of such information. If the newly obtained information leads to recognition of new 
assets and liabilities, such additional assets and liabilities are recognized. The measurement period is one year at 
the longest.

Additional acquisition of non-controlling interests that do not result from loss of control are accounted for as an 
equity transaction and therefore do not lead to recognition of goodwill.

Acquiree’s identifiable assets and liabilities are measured at fair value on the date of acquisition, except for the 
following:
・deferred tax assets and liabilities, and assets and liabilities related to employee benefit contracts
・share-based payments of the acquiree
・assets or disposal groups classified as held-for-sale in accordance with IFRS 5 Non-current Assets Held for Sale 

and Discontinued Operations

Business combinations under common control, in which all combined companies or operations are ultimately 
controlled by the same parties before and after the business combination and the control is not temporary, are 
accounted for based on carrying amounts. Capital surplus is adjusted for if there is a difference between the 
consideration transferred at acquisition and the carrying value of the acquiree’s equity.

(3) Foreign currency translations
(i) Foreign currency transactions

Foreign currency transactions are translated into the functional currency of the respective group entity using the 
exchange rate at the date of the transaction. Foreign-currency denominated monetary assets and liabilities are 
translated into the functional currency using the exchange rate as of the end of the reporting period. Foreign-
currency denominated nonmonetary assets and liabilities measured at fair value are translated into the functional 
currency using the exchange rate at the date when the fair value was measured.

Exchange differences arising from translation or settlement are recognized in profit or loss. However, exchange 
differences arising from financial assets measured at fair value through other comprehensive income are 
recognized in other comprehensive income.

(ii) Financial information of foreign operations
Assets and liabilities of foreign operations are translated into the Japanese yen using the exchange rate as of the 
end of the reporting period, whereas incomes and expenses are translated using the average rate for the period, 
unless the rates fluctuate significantly. Exchange differences arising from translating financial information of 
foreign operations are recognized in other comprehensive income. Exchange differences of foreign operations 
are recognized in profit or loss in the period in which the foreign operations are disposed of.

(4) Financial instruments
(i) Financial assets

i. Initial recognition and measurement
The Group initially recognizes a financial asset when the Group becomes a party to the contractual provisions 
of the instrument.

The Group classifies its financial assets into financial assets measured at amortized cost, financial assets 
measured at fair value through other comprehensive income, and financial assets measured at fair value 
through profit or loss. This classification is determined at initial recognition.

(a) Financial assets measured at amortized cost
The Group classifies a financial asset as measured at amortized cost if both of the following conditions are 
met:
・the financial asset is held within a business model with an objective to hold financial assets in order to 

collect contractual cash flows and
・the contractual terms of the financial asset give rise on specified dates to cash flows that are solely 
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payments of principal and interest on the principal amount outstanding.

(b) Financial assets measured at fair value through other comprehensive income
The Group makes an irrevocable election to classify a financial asset as measured at fair value through 
other comprehensive income at initial recognition for particular investments in equity instruments such as an 
investee’s equity held for the purpose of maintaining or enhancing the relationship with the investee.

(c) Financial assets measured at fair value through profit or loss
The Group classifies a financial asset as measured at fair value through profit or loss unless it is measured 
at amortized cost in accordance with (a) or at fair value through other comprehensive income in accordance 
with (b).

All financial assets are measured initially at fair value plus transaction costs except for those classified as 
financial assets measured at fair value through profit or loss. The transaction costs for a financial asset 
measured at fair value through profit or loss are recognized in profit or loss.

ii. Subsequent measurement
Financial assets are subsequently measured based on the classification as follows:
(a) Financial assets measured at amortized cost

Financial assets are measured at amortized cost using the effective interest method less impairment losses. 
Interest income is calculated using the effective interest method and is recognized in profit or loss for the 
period as a part of finance income.

(b) Financial assets measured at fair value through other comprehensive income
Equity instruments are measured at fair value on the reporting date and gain or loss recognized from 
changes in fair value is recognized in other comprehensive income. They are not subsequently transferred 
to profit or loss. However, the Group transfers the cumulative gain or loss from other components of equity 
to retained earnings when financial assets measured at fair value through other comprehensive income are 
derecognized.

Dividends received related to equity instruments are recognized in profit or loss on the date that the Group’s 
right to the dividend is identified.

(c) Financial assets measured at fair value through profit or loss
Financial assets measured at fair value through profit or loss are measured at fair value with changes in fair 
value recognized in profit or loss.

iii. Impairment of financial assets
The Group recognizes a loss allowance for expected credit losses on a financial asset measured at amortized 
cost. The loss allowance is measured based on an assessment as to whether there are significant increases in 
the credit risk of the financial asset measured at each period end date, subsequent to initial recognition. The 
Group measures the loss allowance for a financial asset at an amount equal to the lifetime expected credit 
losses if it is determined that the credit risk of the financial asset has increased significantly since initial 
recognition. If the credit risk of a financial asset has not increased significantly since initial recognition, the 
Group measures the loss allowance for the financial asset at an amount equal to expected credit losses that 
arise within 12 months after the reporting date. However, for trade receivables which do not contain a 
significant financing component, the Group always measures the loss allowance at an amount equal to lifetime 
expected credit losses regardless of whether there are significant increases in the credit risk of the financial 
assets since initial recognition.

The amount of expected credit losses is measured at the present value of the difference between the 
contractual cash flows that are due to the Group under the contract and the future cash flows that the Group 
expects to receive. This amount is recognized in profit or loss.
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The Group measures interest income using the effective interest method on the gross carrying amount less the 
loss allowance, when the objective evidence shows that a financial asset is credit-impaired. The objective 
evidence includes a significant financial difficulty of the borrower and a breach of contract such as a default or 
delinquency.

In addition, when the Group has no reasonable expectations of recovering a financial asset in its entirety or a 
portion thereof, the Group directly reduces the related amount from the gross carrying amount of the financial 
asset.

iv. Derecognition of financial assets
The Group derecognizes its financial assets when the contractual rights to the cash flows from the assets 
expire or the Group transfers substantially all of the risks and rewards of ownership of the financial assets. 
When the Group retains control of the financial assets transferred, it continues to recognize financial assets 
and related liabilities to the extent of the Group’s continuing involvement.

(ii) Financial liabilities
i. Initial recognition and measurement

The Group initially recognizes a financial liability when the Group becomes a party to the contractual provisions 
of the instrument.

The Group classifies its financial liabilities into financial liabilities measured at amortized cost or financial 
liabilities measured at fair value through profit or loss. This classification is determined at initial recognition.

Financial liabilities measured at fair value through profit or loss are initially measured at fair value. Financial 
liabilities measured at amortized cost are measured at fair value less directly attributable transaction costs.

ii. Subsequent measurement
Financial liabilities are subsequently measured based on the classification as follows:

(a) Financial liabilities measured at amortized cost
Financial liabilities measured at amortized cost are measured using the effective interest method. A gain or 
loss on a financial liability is recognized as a part of finance costs in profit or loss when the financial liability 
is derecognized or amortized using the effective interest method.

(b) Financial liabilities measured at fair value through profit or loss
Financial liabilities measured at fair value through profit or loss are measured at fair value with changes in 
fair value recognized in profit or loss.

iii. Derecognition of financial liabilities
The Group derecognizes its financial liabilities when the financial liabilities are extinguished, that is, when 
obligations specified in the contracts are discharged, canceled, or the obligations expire.

(iii) Presentation of financial assets and liabilities
Financial assets and financial liabilities are offset against each other on the consolidated financial statements and 
shown in the net amounts, only when the Group has the legally enforceable right to offset and intent to either 
settle net or simultaneously realize assets and settle liabilities.

(iv) Derivatives
The Group utilizes derivatives such as forward exchange contracts and currency swaps in order to manage its 
exposure to foreign currency exchange rate risk.

The derivatives are initially measured at fair value when the contract is entered into and remeasured at fair value 
in subsequent periods.
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The gains or losses on derivatives not designated as hedging instruments are recognized as profit or loss.

However, the derivatives that are designated as hedging instruments are accounted for as cash flow hedge. The 
Group formally documents the risk management strategies and objectives, the nature of risk to be hedged, and 
the hedge effectiveness when executing hedging transactions.

Under cash flow hedge, the effective portion of gains or losses on hedging instruments is recognized as other 
comprehensive income, while the ineffective portion is immediately recognized as profit or loss.

The amounts of hedging instruments recognized in other comprehensive income are reclassified to profit or loss 
when the transactions of the hedged items affect profit or loss.

(5) Cash and cash equivalents
Cash and cash equivalents comprise cash on hand, demand deposits, and short-term investments with maturities 
within three months of purchase that are readily convertible to cash and which are subject to an insignificant risk of 
changes in value.

(6) Inventories
Raw materials, finished products held for sale or work-in-progress are measured at the lower of cost and net 
realizable value. Cost is calculated based on the average method. Net realizable value is the estimated selling price 
in the ordinary course of business less the estimated costs of completion and the estimated costs necessary to 
make the sale.

(7) Assets held for sale
A non-current asset or disposal group is classified as held for sale if the carrying amount will be recovered 
principally through a sale transaction rather than through continuing use, the asset is available for immediate sale in 
its present condition, management is committed to a plan to sell the asset or disposal group, and the sale will be 
completed within one year.

The Group measures a non-current asset (or disposal group) classified as held for sale at the lower of its carrying 
amount and fair value less costs to sell.

(8) Property, plant and equipment
Property, plant and equipment are presented at cost less accumulated depreciation and accumulated impairment 
losses.

Costs include expenses directly related to acquisition of the asset, costs of dismantling and removing the asset and 
restoration costs.

Depreciation expense on assets other than land and construction-in-progress is recognized using the straight-line 
method over estimated useful lives. The estimated useful lives of major classes of assets are as follows:
・Buildings and structures: 3-60 years
・Machinery and other assets: 3-17 years

The estimated useful life, residual value and depreciation method of an asset are reviewed at least once in a 
reporting period, generally as of the end of each reporting period, and any changes are accounted for as a change 
in an accounting estimate and are accounted for prospectively.

(9) Goodwill
The measurement of goodwill at initial recognition is described in “(2) Business combinations.”

Goodwill is not amortized, but tested for impairment in every reporting period. Impairment is described in “(12) 
Impairment of non-financial assets.” Impairment losses of goodwill are recognized in profit or loss, and are not 
reversed in subsequent periods.
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After initial recognition, goodwill is carried at the acquisition cost less any accumulated impairment losses.

(10) Intangible assets
(i) Research and development cost

Expenditures on research activities aimed at obtaining new scientific and technological knowledge and 
understanding are recognized as an expense when incurred.

Expenditures on development activities are recognized as an intangible asset when the expenditure attributable 
to the intangible asset is reliably measurable, products or processes are technically and commercially feasible, it 
is probable that future economic benefits to the Group will be generated, and the Group has the intention and 
sufficient resources to complete and use or sell those assets. Otherwise, the expenditure is recognized as an 
expense when it is incurred.

(ii) Other intangible assets
Separately acquired intangible assets are measured at cost at initial recognition.

Intangible assets other than those with indefinite useful lives are subsequently amortized over their estimated 
useful lives on a straight-line method and presented at carrying amounts equal to cost less accumulated 
amortization and impairment losses. Estimated useful lives of major classes of intangible assets are as follows. 
The Group does not have intangible assets with indefinite useful lives.
・Software: 5 years
・Technology related assets: 4 years
・Customer related assets: 5 years

The estimated useful life, residual value and the amortization method of an asset are reviewed at least once in a 
reporting period, generally as of the end of each reporting period, and any changes are accounted for as a 
change in an accounting estimate and are accounted for prospectively.

(11) Leases
The Group recognizes the right-of-use asset (real estate, machinery, etc.) and the lease liability at the 
commencement date of the lease. The right-of-use asset is initially measured at cost, which includes the amount of 
the initial measurement of the lease liability plus any initial direct costs, plus lease payments made at or before the 
commencement date less any lease incentives received. After the commencement date, the Group depreciates the 
right-of-use asset using the straight-line method over the shorter of the useful life of the asset or the lease term.

The lease liability is initially measured at the present value of the remaining lease payments discounted using the 
interest rate implicit in the lease or, if that rate cannot be readily determined, the Group’s incremental borrowing 
rate. The lease payments include fixed lease payments, variable lease payments that depend on an index or a rate, 
and the exercise price of a purchase option if the Group is reasonably certain to exercise that option. After the 
commencement date, the lease liability is adjusted to reflect interest on the lease liability and the lease payments 
made. Each lease payment is allocated between repayments of the lease liability and finance costs.

The carrying amount of the lease liability is remeasured and the amount of the remeasurement is recognized as an 
adjustment to the right-of-use asset if there is a change in the lease term, change in future lease payments resulting 
from a change in an index or a rate, or a change in the assessment of an option to purchase the underlying asset.

(12) Impairment of non-financial assets
The Group’s non-financial assets other than inventories and deferred tax assets are assessed for indication of 
impairment as of the end of each reporting period. If an indication of impairment exists, the recoverable amount of 
the asset is estimated.

The recoverable amount of an asset or a cash-generating unit is the higher of its value in use and its fair value less 
costs of disposal. In calculating the asset’s value in use, estimated future cash flows are discounted to present 
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value using the pre-tax discount rate that reflects the time value of money and the risks specific to the asset. In 
calculating the asset’s fair value less costs of disposal, the Group uses an appropriate valuation model supported 
by available indicators of fair value. Assets that are not individually tested for impairment are grouped into the 
smallest cash-generating units that generate largely independent cash inflows from other assets and asset groups 
through their continued use.

The Group’s corporate assets do not generate independent cash flows. When there is indication of impairment on 
corporate assets, the recoverable amounts of the cash-generating units to which the corporate assets belong are 
determined.

Impairment losses are recognized in profit or loss when the carrying amount of an asset or a cash-generating unit 
exceeds its recoverable amount. Impairment losses recognized on cash-generating units are firstly allocated to 
reduce the carrying amount of any goodwill allocated to the cash-generating unit and then are allocated to the other 
assets of the cash-generating unit pro rata on the basis of the carrying amount of each asset within the cash-
generating unit.

For non-financial assets excluding goodwill, as of the end of each reporting period, the Group assesses whether 
there is any indication that an impairment loss recognized in prior periods may have decreased or may no longer 
exist. An impairment loss recognized in prior periods is reversed if there has been a change in the estimate used to 
determine the asset’s recoverable amount. The increased carrying amount of an asset attributable to a reversal of 
an impairment loss does not exceed the carrying amount that would have been determined, net of amortization or 
depreciation, had no impairment loss been recognized for the asset in prior years.

(13) Employee benefits
(i) Post-employment benefits

The Group operates defined benefit plans and defined contribution plans as post-employment benefit plans.

Retirement benefit liability or asset is determined by deducting the fair value of plan assets from the present value 
of the defined benefit obligation. However, when the plan has a surplus, the amount of net defined benefit asset 
recognized is limited to the present value of any economic benefits available in the form of refunds from the plan 
or reductions in future contributions to the plan.

The Group estimates the present value of the defined benefit obligation using the projected unit credit method.

The discount rate is determined as of the end of the reporting period based on market yields for high quality 
corporate bonds over the discount period, which is based on future expected benefit payment dates.

Remeasurements of defined benefit plans are recognized in other comprehensive income and immediately 
transferred from other components of equity to retained earnings in the period when they occur.

Net interest is calculated by multiplying the net liabilities or assets for retirement benefit by the discount rate and 
is included in defined benefit cost.

Past service costs are recognized in the profit or loss during the period in which they arise.

Expenses related to defined contribution plans are recognized in the period in which employees provide services.

(ii) Termination benefits
The Group provides termination benefits as a result of either the Group’s decision to terminate an employee’s 
employment before the normal retirement date or an employee’s decision to accept an offer of benefits in 
exchange for the termination of employment. The Group recognizes a liability and expense for termination 
benefits at the earlier of the date when the Group can no longer withdraw the offer of those benefits or when the 
Group recognizes costs for a restructuring that involves the payment of termination benefits.
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(iii) Short-term employee benefits
Expenses related to short-term employee benefits are not discounted and are recognized in the periods in which 
related services are received.

The Group recognizes the future payment of bonuses and paid absences as a liability when the Group has a 
present legal or constructive obligation to make such payments as a result of services provided by employees, 
and a reliable estimate of the obligation can be made.

(14) Provisions
A provision is recognized when the Group has a present legal or constructive obligation as a result of a past event, 
it is probable that an outflow of resources embodying economic benefits will be required to settle the obligation, and 
a reliable estimate of the amount of the obligation can be made. The amount of a provision is determined by 
discounting estimated future cash flows using a pre-tax rate that reflects the time value of money and the risks 
specific to the liability. The unwinding of the discount amount due to the passage of time is recognized as a finance 
cost.

(15) Revenue
The Group recognizes revenue based on the five-step approach below.

Step 1: Identify the contract with a customer

Step 2: Identify performance obligations in the contract

Step 3: Determine the transaction price

Step 4: Allocate the transaction price to performance obligations

Step 5: Recognize revenue when performance obligations are satisfied

The Group manufactures and sells memory and related products. The Group recognizes revenue at a point in time 
when performance obligations are satisfied by transferring such products to the customer (when the customer 
obtains control of the products). Revenue is measured at the price contracted with the customer less any discount, 
rebates, and other deductions.

(16) Government grants
Government grants are measured and recognized at fair value when there is reasonable assurance that the Group 
will comply with the conditions attached to them and the grants will be received. Government grants related to 
acquisition of assets are deducted from the cost of the assets.

(17) Share-based payments
The Group has adopted a stock-based remuneration plan as an incentive to directors, officers and employees of the 
Group.
Stock options are measured at fair value at the grant date and recognized as expense over the vesting periods with 
corresponding increases in equity, after considering the number of stock options that are expected to be eventually 
vested. If subsequent information indicates that the number of stock options expected to vest differs from previous 
estimates, the Group revises the estimates, as appropriate.
Continuous service stock-based remuneration plan and performance-linked stock-based remuneration plan are 
share-based payment plans with share issuance in the future. Continuous service stock-based remuneration plan is 
vested subject to continued employment with a Group Company and performance-linked stock-based remuneration 
plan is vested in response to the company’s stock price.
The portion of the payment under these plans that relates to the settlement by equity is measured with reference to 
the fair value of the Company's stock, recognized as an expense under the in profit or loss, and the same amount is 
recognized as an increase in equity. On the other hand, for the portion that relates to the settlement by cash, 
recognized as an expense under the in profit or loss, and the same amount is recognized as an increase in 
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liabilities. The fair value of the liabilities is remeasured at the end of each reporting, and changes in the fair value 
are recognized in profit or loss.

(18) Income tax
Income tax expenses consist of current and deferred taxes. Tax expenses are recognized in profit or loss, excluding 
those related to business combinations and items recognized directly in equity or other comprehensive income.

Current taxes are calculated based on estimated refunds received from or payments paid to taxation authorities. 
The Group’s current tax liability is calculated using tax rates that have been enacted or substantively enacted by the 
end of the reporting period based on the taxable profit or loss for the Group’s operating activity in each jurisdiction.

Deferred taxes are recognized for temporary differences between the carrying amount in the statement of financial 
position and income tax basis of assets and liabilities, tax loss carryforwards and tax credits at the reporting date.

Deferred tax assets are generally recognized for all deductible temporary differences to the extent that it is probable 
that there will be sufficient taxable profits against which the benefits of future deductible temporary differences, loss 
carryforwards, and tax deduction carryforwards can be utilized. Deferred tax liabilities are generally recognized for 
all taxable temporary differences.

Deferred taxes are not recognized for:

・Temporary differences arising from the initial recognition of assets and liabilities in transactions (excluding 
business combinations) that do not affect either accounting profit or taxable profit (tax loss), and that do not give 
rise to taxable temporary difference and deductible temporary difference in the same amount.

・Taxable temporary differences arising from the initial recognition of goodwill.

・Deductible temporary differences related to investments in subsidiaries, associates and joint arrangements where 
they are not likely to reverse in the foreseeable future or sufficient taxable profit is not likely to be earned to utilize 
the temporary differences.

・Taxable temporary differences associated with investments in subsidiaries, associates and joint arrangements 
where the timing of the reversal of the temporary differences can be controlled and it is probable that the 
temporary differences will not reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed as of the end of each reporting period and reduced to the 
extent that it is no longer probable that sufficient taxable profits will be available to allow all or part of the asset to be 
recovered. Unrecognized deferred tax assets are reassessed at each reporting date and are recognized to the 
extent that it has become probable that future taxable profits will allow the deferred tax assets to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the period in which the 
liability is settled or the asset realized, based on tax rates (and tax laws) that have been enacted or substantively 
enacted by the end of the reporting period.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off the current tax assets 
against the current tax liabilities and when they relate to income taxes levied by the same tax authority on the same 
taxable entity.

An asset or liability is recognized for the effect of uncertainty in income taxes, and the asset or liability is measured 
at the amount of the reasonable estimate for uncertain tax positions when it is possible, based on the interpretation 
of tax laws, that the tax position will be sustained.
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(19) Earnings per share
Basic earnings per share is calculated by dividing profit or loss attributable to ordinary equity holders of the parent 
entity by the weighted average number of ordinary shares outstanding during the period, adjusted for treasury 
shares held. Diluted earnings per share is adjusted for the effects of all dilutive potential ordinary shares.

(20) Segment information
An operating segment is defined as a component of the Group that engages in business activities from which it may 
earn revenue and incur expenses (including revenue and expenses relating to transactions with other operating 
components).

The Group engages in integrated manufacturing and sale of memory and related products, for which financial data 
is available and regularly reviewed by the Group’s operating decision makers to allocate resources and evaluate 
results of operation. Therefore, the Group presents its business as a single segment.
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4. Significant Accounting Estimates and Judgements

Preparation of consolidated financial statements in accordance with IFRS requires management to make judgements, 
estimates and assumptions that have significant effects on adopting accounting policies and the amounts of assets, 
liabilities, revenue and expenses. Actual results may differ from those estimates.

The estimates and underlying assumptions are continuously reviewed. The effects of a change in accounting 
estimates are recognized in the period of the change and future periods.

The estimates and underlying assumptions that have significant effects on the amounts recognized in the 
consolidated financial statements made by the management are as follows:

・Net realizable value of inventories (“3. Material Accounting Policies (6)” and “10. Inventories”)

・Impairment of non-financial assets (“3. Material Accounting Policies (12)” and “12. Goodwill and Intangible Assets”)

・Recoverability of deferred tax assets (“3. Material Accounting Policies (18)” and “13. Income Taxes”)

・Measurement of defined benefit obligation (“3. Material Accounting Policies (13)” and “17. Employee Benefits”)

Standard Name of Standard

Mandatory 
adoption date
(the starting 
fiscal year)

Adoption 
scheduled date 
of the Group

Overview of newly established or 
revised standard

IFRS 18
Presentation and 
Disclosure in Financial 
Statements

January 1, 
2027

April 1, 2027 
(the beginning of 
fiscal year 2027)

New standard which replaces IAS 1 to 
improve comparability in the statement 
of profit or loss and to enhance 
transparency of management-defined 
performance measures

IFRS 9, 
IFRS 7

Financial Instruments,
Financial Instruments:
Disclosures

January 1, 
2026

April 1, 2026 
(the beginning of 
fiscal year 2026)

Amendments to the classification and 
measurement of financial instruments
Amendments to better reflect contracts 
referencing nature dependent electricity 
in the financial statements

5. New Standards Not Yet Adopted

Among the new accounting standards and interpretations that have been newly established or revised by the approval 
date of the consolidated financial statements, the major standards that the Group has not yet applied early are as 
follows. The impact of the adoption of the standards on the consolidated financial statements is under consideration.
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Millions of yen

From April 1, 2025
to March 31, 2026

From April 1, 2024
to March 31, 2025

SSD & Storage 1,362,638 991,147

Smart Devices 759,978 501,142

Other 215,012 214,171

Total 2,337,628 1,706,460

Millions of yen

From April 1, 2025
to March 31, 2026

From April 1, 2024
to March 31, 2025

Japan 263,252 243,849

North America and Europe 1,217,643 853,608

Asia 856,733 609,003

Total 2,337,628 1,706,460

Millions of yen

As of March 31, 2026 As of March 31, 2025

Japan 1,658,950 1,714,351

North America and Europe 1,986 2,172

Asia 6,298 6,594

Total 1,667,234 1,723,117

6. Segment Information

(1) Information about reportable segment
Segment information is omitted as the Group operates as a single reportable segment: the Memory business.

(2) Information about products and services
Revenue of the Group by application is as follows:

(3) Information about geographical areas
Revenue and non-current assets (excluding financial instruments, deferred tax assets, and assets for retirement 
benefit) by geographical area are as follows:

Revenue from external customers

Note: The revenue information above is based on the location of operating sites of the subsidiaries.

Revenues in the United States for the year ended March 31, 2026 and 2025 are 1,098,832 million yen and 758,666 
million yen respectively. Revenues in China for the year ended March 31, 2026 and 2025 are 381,857 million yen 
and 323,357 million yen respectively. Revenues in Taiwan for the year ended March 31, 2026 and 2025 are 
300,932 million yen and 158,091 million yen respectively.

Non-current assets

Note: The non-current asset information above is based on the location of the non-current assets.
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Millions of yen

Customer name From April 1, 2025
to March 31, 2026

From April 1, 2024
to March 31, 2025

Apple Group 476,014 300,512

(4) Information about major customers
External customers who account for 10 percent or more of the Group’s revenue reported on the consolidated 
statement of profit or loss are as follows:

As of March 31, 2026 As of March 31, 2025

Cash and demand deposits 420,707 167,932

Time deposits with maturities of three months or less 50,000 －

Total 470,707 167,932

7. Cash and Cash Equivalents

The components of cash and cash equivalents are as follows:

Millions of yen

Note: The balances of “Cash and cash equivalents” in the consolidated statement of financial position are equal to those in 
the consolidated statement of cash flows as of March 31, 2026 and 2025.

Millions of yen

As of March 31, 2026 As of March 31, 2025

Accounts receivable and electronically 
recorded monetary claims

630,365 215,835

Other receivables 31,418 23,447

Loss allowance (1,224) (688)

Total 660,559 238,594

8. Trade and Other Receivables

The components of trade and other receivables are as follows:

Note 1: Trade and other receivables are classified as financial assets measured at amortized cost.
Note 2: Trade and other receivables are expected to be collected within 12 months.
Note 3: For credit risk management and changes in the loss allowance for trade and other receivables, please refer to 

“Note 29. Financial Instruments.”
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Millions of yen

As of March 31, 2026 As of March 31, 2025

Equity instruments 174,964 57,003

Debt instruments 1,706 1,000

Derivative assets 44,350 3,848

Other 5,401 5,299

Total 226,421 67,150

Current assets 7,191 3,971

Non-current assets 219,230 63,179

Total 226,421 67,150

9. Other Financial Assets

The components of other financial assets are as follows:

Note: Equity instruments are classified as financial assets measured at fair value through other comprehensive income. 
Debt instruments and derivative assets are classified as financial assets measured at fair value through profit or 
loss. Other is classified as financial assets measured at amortized cost.

Millions of yen

As of March 31, 2026 As of March 31, 2025

Finished products 53,232 50,549

Semi-finished products and work-in-
progress

280,183 283,746

Raw materials 79,093 18,486

Other 104 82

Total 412,612 352,863

Millions of yen

From April 1, 2025
to March 31, 2026

From April 1, 2024
to March 31, 2025

Write-down of inventories 12,609 20,740

10. Inventories

The components of inventories are as follows:

Inventories are measured at the lower of cost and net realizable value. In addition, for slow moving inventories that 
are outside of the operating cycle process, the net realizable value is measured by taking into account future demand 
and market trends. If the assumption of estimated selling price, which is the basis for calculating net realizable value, 
changes due to uncertain future economic conditions or other factors, the amount of inventories could be materially 
affected.

The amounts of write-down of inventories to net realizable value are as follows:

Note: “Cost of sales” in the consolidated statement of profit or loss consists primarily of the cost of inventories sold during 
the period, as the main business of the Group is manufacturing and marketing of memory and related products used 
for applications such as SSD & Storage and Smart Devices.
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Millions of yen

Land Buildings and
structures

Machinery and
other assets

Construction-
in-progress Total

As of April 1, 2024 30,651 463,659 2,474,308 129,250 3,097,868

Acquisitions － － － 230,400 230,400

Reduction entry (Note) － (1,940) (16,746) － (18,686)

Transfers from construction-
in-progress

933 109,929 192,698 (303,560) －

Sales or disposals － (45) (25,881) － (25,926)

Other － (83) (276) 22 (337)

As of March 31, 2025 31,584 571,520 2,624,103 56,112 3,283,319

Acquisitions － － － 278,475 278,475

Reduction entry (Note) － (9,191) (34,648) － (43,839)

Transfers from construction-
in-progress

63 6,172 259,842 (266,077) －

Sales or disposals － (251) (47,827) － (48,078)

Other － 208 1,754 (72) 1,890

As of March 31, 2026 31,647 568,458 2,803,224 68,438 3,471,767

11. Property, Plant and Equipment

Changes in the carrying amount of property, plant and equipment are as follows:

Cost of property, plant and equipment

Note: The reduction entry which was recognized for the fiscal year ended March 31, 2026 and 2025 is primarily due to 
a government grant received through the “Cutting-edge Semiconductor Production Facilities” initiative. There 
are no significant unfulfilled conditions or other contingencies associated with this government grant.
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Millions of yen

Land Buildings and
structures

Machinery and
other assets

Construction-
in-progress Total

As of April 1, 2024 － 101,487 1,827,616 － 1,929,103

Depreciation (Note) － 25,582 253,726 － 279,308

Sales or disposals － (37) (25,048) － (25,085)

Other － 337 (525) － (188)

As of March 31, 2025 － 127,369 2,055,769 － 2,183,138

Depreciation (Note) － 28,485 249,133 － 277,618

Sales or disposals － (174) (45,816) － (45,990)

Other － 249 1,497 － 1,746

As of March 31, 2026 － 155,929 2,260,583 － 2,416,512

Millions of yen

Land
Buildings

and
structures

Machinery and
other assets

Construction-
in-progress Total

As of April 1, 2024 30,651 362,172 646,692 129,250 1,168,765

As of March 31, 2025 31,584 444,151 568,334 56,112 1,100,181

As of March 31, 2026 31,647 412,529 542,641 68,438 1,055,255

　　Accumulated depreciation and accumulated impairment losses

Note: Depreciation of property, plant and equipment is included in “Cost of sales” and “Selling, general and 
administrative expenses” in the consolidated statement of profit or loss.

Carrying amount
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Millions of yen

Goodwill
Intangible assets

Software Technology 
related assets

Customer 
related assets Other Total

As of April 1, 2024 395,405 23,572 3,158 757 6,066 33,553

Acquisitions － 1,089 － － 1,040 2,129

Sales or disposals － (306) － － － (306)

Transfer of accounts － － － － － －

Other (149) (39) － (35) (1) (75)

As of March 31, 2025 395,256 24,316 3,158 722 7,105 35,301

Acquisitions － 698 － － 2,012 2,710

Sales or disposals － (113) － － － (113)

Transfer of accounts － － － － － －

Other 329 84 － 76 1 161

As of March 31, 2026 395,585 24,985 3,158 798 9,118 38,059

Millions of yen

Goodwill
Intangible assets

Software Technology 
related assets

Customer 
related assets Other Total

As of April 1, 2024 － 19,926 1,452 568 348 22,294

Amortization (Note) － 1,708 792 151 51 2,702

Sales or disposals － (297) － － － (297)

Transfer of accounts － － － － － －

Other － (21) － (33) (2) (56)

As of March 31, 2025 － 21,316 2,244 686 397 24,643

Amortization (Note) － 1,307 792 37 23 2,159

Sales or disposals － (101) － － － (101)

Transfer of accounts － － － － － －

Other － 79 － 75 12 166

As of March 31, 2026 － 22,601 3,036 798 432 26,867

12. Goodwill and Intangible Assets

(1) Changes in goodwill and intangible assets
Changes in the carrying amount of goodwill and intangible assets are as follows:

Cost of goodwill and intangible assets

Accumulated amortization and accumulated impairment losses

Note: Amortization of intangible assets is included in “Cost of sales” and “Selling, general and administrative 
expenses” in the consolidated statement of profit or loss.
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Millions of yen

Goodwill
Intangible assets

Software Technology 
related assets

Customer 
related assets Other Total

As of April 1, 2024 395,405 3,646 1,706 189 5,718 11,259

As of March 31, 2025 395,256 3,000 914 36 6,708 10,658

As of March 31, 2026 395,585 2,384 122 － 8,686 11,192

Carrying amount

(2) Total amount of research and development cost
Research and development costs recognized during the fiscal years ended March 31, 2026 and 2025 are 141,052 
million yen and 132,798 million yen, respectively. Research and development costs are included in “Cost of sales” 
and “Selling, general and administrative expenses” in the consolidated statement of profit or loss.

(3) Impairment test of goodwill
Goodwill, mainly recognized in conjunction with the acquisition of former Toshiba Memory Corporation on June 1, 
2018, is significant for the Group. The amounts of goodwill as of March 31, 2026 and 2025 are 395,585 million yen 
and 395,256 million yen, respectively. The Group identifies one cash-generating unit and all goodwill is allocated to 
this cash-generating unit in the impairment testing.

The Group conducts the impairment testing of goodwill at least once a year as of January 1, and whenever 
indicators of impairment exist. The result of the impairment test of the cash generating unit as of January 1, 2026 
did not indicate any impairment of goodwill.

The recoverable amount of goodwill for the impairment test is determined based on the value in use, which is 
calculated by discounting estimated future cash flows to present value. The future cash flows are estimated based 
on the five-year business plan approved by management, reflecting historical experience and external information. 
The business plan is primarily influenced by the shipment growth rate, the future average selling price, and the 
future cost reduction rates. The cash flows for the period subsequent to the five-year business plan are estimated 
by referencing the long-term expected growth rate in the country which the cash-generating unit belongs (1.0% and 
0.5% for fiscal years ended March 31, 2026 and 2025 respectively). The discount rate is calculated based on the 
weighted-average cost of capital before tax of the cash-generating unit (10.5% and 7.5%, for fiscal years ended 
March 31, 2026 and 2025 respectively). The Group mainly uses valuation experts in determining the growth and 
discount rates, and in calculating the present value of cash flows for the period subsequent to the five-year business 
plan.

Even if there were reasonably possible changes in key assumptions used in impairment testing, the value in use 
would exceed the carrying amount of the cash-generating unit.

- 26 -



Millions of yen

As of April 1, 2025 Recognized in
profit or loss

Recognized in other 
comprehensive 

income
Other As of March 31, 2026

Deferred tax assets

Inventories 20,731 7,781 - 66 28,578

Property, plant and 
equipment

31,048 6,356 - 1 37,405

Lease liabilities 71,602 (5,855) - - 65,747

Accrued expenses 14,462 2,995 - 30 17,487

Retirement benefit 
liability

15,520 (233) (923) 43 14,407

Tax loss 
carryforwards

231,665 (122,007) - 103 109,761

Other 46,215 (70) 2,080 1,519 49,744

Total deferred tax 
assets

431,243 (111,033) 1,157 1,762 323,129

Deferred tax liabilities

Property, plant and 
equipment

7,306 (1,897) - 1 5,410

Intangible assets 301 (259) - (1) 41

Right-of-use assets 66,486 (6,237) - - 60,249

Liabilities for 
retirement benefit 
adjustments

11,657 (544) - - 11,113

Equity instruments 
measured at fair 
value through other 
comprehensive 
income

9,238 - 37,094 - 46,332

Other 17,095 1,931 3,875 299 23,200

Total deferred tax 
liabilities

112,083 (7,006) 40,969 299 146,345

Net deferred tax assets 319,160 (104,027) (39,812) 1,463 176,784

13. Income Taxes

(1) Deferred tax assets and deferred tax liabilities
The breakdown of major factors giving rise to deferred tax assets and deferred tax liabilities and changes during the 
year is as follows:

The fiscal year ended March 31, 2026 (From April 1, 2025 to March 31, 2026)
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Millions of yen

As of April 1, 2024 Recognized in
profit or loss

Recognized in other 
comprehensive 

income
Other As of March 31, 2025

Deferred tax assets

Inventories 37,236 (16,469) - (36) 20,731

Property, plant and 
equipment

29,331 1,718 - (1) 31,048

Lease liabilities 56,579 15,023 - - 71,602

Accrued expenses 8,606 5,856 - - 14,462

Retirement benefit 
liability

15,552 738 (765) (5) 15,520

Tax loss 
carryforwards

276,498 (44,823) - (10) 231,665

Other 44,036 2,739 (960) 400 46,215

Total deferred tax 
assets

467,838 (35,218) (1,725) 348 431,243

Deferred tax liabilities

Property, plant and 
equipment

7,479 (174) - 1 7,306

Intangible assets 567 (265) - (1) 301

Right-of-use assets 51,925 14,561 - - 66,486

Liabilities for 
retirement benefit 
adjustments

14,612 (2,955) - - 11,657

Equity instruments 
measured at fair 
value through other 
comprehensive 
income

15,808 - (6,570) - 9,238

Other 6,761 9,953 (68) 449 17,095

Total deferred tax 
liabilities

97,152 21,120 (6,638) 449 112,083

Net deferred tax assets 370,686 (56,338) 4,913 (101) 319,160

Millions of yen

As of March 31, 2026 As of March 31, 2025

Deferred tax assets 177,506 319,163

Deferred tax liabilities (722) (3)

Total 176,784 319,160

The fiscal year ended March 31, 2025 (From April 1, 2024 to March 31, 2025)

Net deferred tax assets are included in the following accounts in the consolidated statement of financial position.

Deferred tax assets are recorded for deductible temporary differences, tax credits and tax loss carryforward arising 
in the future to the extent that the Group determines it is probable that there will be taxable profits and reversal of 
taxable temporary differences in the future to recover deferred tax assets.

Deferred tax assets are recognized for tax loss carryforwards as of March 31, 2026 and 2025, and the Group 
determines it is probable that the tax benefit will be realizable based on the forecast of future taxable profits 
according to the management-approved five-year business plan. The five-year business plan is primarily influenced 
by the shipment growth rate, the future average selling price, and the future cost reduction rates. Tax loss 
carryforward of the Company’s major subsidiary, Kioxia Corporation, will expire first in the fiscal year ending March 
2034.
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Millions of yen

As of March 31, 2026 As of March 31, 2025

Deductible temporary differences 34,359 32,380

Tax credit carryforwards - 144

Total 34,359 32,524

Millions of yen

As of March 31, 2026 As of March 31, 2025

Over 1 to 5 years - 144

Total - 144

Millions of yen

From April 1, 2025
to March 31, 2026

From April 1, 2024
to March 31, 2025

Current tax expense 125,572 42,010

Deferred tax expense (benefit) 104,027 56,338

Total 229,599 98,348

The deductible temporary differences and tax credit carryforwards for which the deferred tax assets are fully 
reserved are as follows:

Note: The amount of the previously unrecognized deferred tax assets that are used to reduce deferred tax 
expenses is not applicable for the fiscal year ended March 31, 2026 and March 31, 2025.

The expected expirations of tax credit carryforwards for which the deferred tax assets are fully reserved are as 
follows:

(2) Income tax expense
The components of income tax expense (benefit) are as follows:

The taxes levied on the Group mainly include income tax, inhabitant tax, and business tax. The effective statutory 
tax rate based on those taxes is 31.09% for the fiscal years ended March 31, 2026 and March 31, 2025,
respectively. Foreign subsidiaries are subject to income taxes in the tax jurisdiction in which they are located.
In Japan, where the Company is domiciled, the Act for Partial Amendment of the Income Tax Act, etc. (Act No. 13 
of 2024), which introduces Special Defense Corporation Tax as a tax measure to secure financial resources for 
strengthening defense capabilities, was enacted on March 31, 2025. This Act will be applicable to the Company 
from the fiscal year commencing on April 1, 2026. Accordingly, for temporary differences expected to be reversed in 
fiscal years beginning on or after April 1, 2026, deferred tax assets and liabilities are calculated using a revised 
statutory effective tax rate of 31.98%, instead of the previous 31.09%.
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As of March 31, 2026 As of March 31, 2025

Statutory effective tax rates 31.09% 31.09%

Changes in unrecognized deferred tax assets 0.08% 0.08%

Tax credits (2.69%) (4.28%)

Tax reform -% (1.95%)

Permanent differences 0.50% 1.50%

Other 0.30% 0.09%

Actual effective tax rates 29.28% 26.53%

The reconciliation between the statutory effective tax rates and the actual effective tax rates for continuing 
operations for each year is as follows:

(3) Global minimum tax
In Japan, where the Company is domiciled, the Act for Partial Amendment of the Income Tax Act, etc. (Act No. 3 of 
2023), which introduces a global minimum tax system in accordance with the Pillar Two model rules, was enacted 
on March 28, 2023. This Act was applicable to the Company from the fiscal year commencing on April 1, 2024, the 
impact on the consolidated financial statements was immaterial.
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Millions of yen

As of
March 31, 2026 Average rate Payment term

Current liabilities:

Financial liabilities measured at amortized cost:

Current portion of long-term borrowings (Note 1 and 2) 175,452 3.17% －

Accrued interest 2,350 － －

Financial liabilities measured at fair value through profit or loss:

Derivative liabilities 25,988 － －

  Subtotal 203,790 － －

Non-current liabilities:

Financial liabilities measured at amortized cost:

Bonds (Note 4 and 5) 347,474 3.48%
July 2030,
July 2033

Long-term borrowings (Note 1 and 2) 524,642 3.60%
From April 2027
to March 2031

  Subtotal 872,116 － －

  Total 1,075,906 － －

14. Borrowings and Other Financial Liabilities

(1) The components of borrowings and other financial liabilities
The components of borrowings and other financial liabilities are as follows:

As of March 31, 2026
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Millions of yen
As of

March 31, 2025
Average rate Payment term

Current liabilities:

Financial liabilities measured at amortized cost:

Current portion of long-term borrowings (Note 1 and 2) 246,508 3.20% －

Accrued interest 24,476 － －

Financial liabilities measured at fair value through profit or loss:

Derivative liabilities 3,582 － －

  Subtotal 274,566 － －

Non-current liabilities:

Financial liabilities measured at amortized cost:

Long-term borrowings (Note 1 and 2) 531,198 3.50%
From April 2026
to March 2030

Preferred shares (Note 6) 321,261 7.36% June 2028

  Subtotal 852,459 － －

  Total 1,127,025 － －

Millions of yen

As of March 31, 2026 As of March 31, 2025

Revolving Credit Facility
The balances executed

210,000
－

210,000
－

The balances unexecuted 210,000 210,000

As of March 31, 2025

          The balances unexecuted of borrowings related to the Revolving Credit Facility Agreement and other items are as 
follows:

Note 1: Based on the resolution of the Board of Directors Meeting held on June 10, 2024, the Company signed an 
amendment agreement with financial institutions in order to refinance existing loans as of June 12, 2024. 
The Company also entered into an agreement with financial institutions based on the resolution of the 
Board of Directors Meeting held July 17, 2025, repaid existing loans and obtained new unsecured term 
loans on July 25, 2025. The carrying amounts of current portion of long-term borrowings and long-term 
borrowings based on the Senior Facility Agreement as of March 31, 2026 and 2025 are 400,414 million yen 
and 429,417 million yen, respectively.
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Date of initial 
agreement

May 31, 2019

Major lenders Sumitomo Mitsui Banking Corporation
MUFG Bank, Ltd.
Mizuho Bank, Ltd.
Sumitomo Mitsui Trust Bank, Limited

Financing amount Term loan 544,541 Million yen
Revolving Credit Facility 210,000 Million yen

Interest rate TIBOR + Spread
Repayment June 17, 2027
Financial covenants

Fiscal year ended 
March 31, 2025

Fiscal year ending 
March 31, 2026

Fiscal year ending 
March 31, 2027

Second Quarter 3.69:1 2.17:1 1.70:1
Fourth Quarter 2.39:1 1.94:1 1.45:1

The amendment agreement has the following financial covenants.
(i) The “Consolidated Leverage Ratio” shall not exceed the figures in the table below on a 

continuous basis.

　

(ii) The “Consolidated Equity” shall be greater than the figures below.
- As of September 30, 2024: 823,000 Million yen
- As of the last day of each second quarter and fourth quarter after the third quarter of the 
fiscal year ended March 2025: 823,000 million yen or 80 percent of “Total equity” in the 
consolidated statement of financial position of the corresponding period last year added 
323,000 million yen, whichever is higher

Fiscal year ended 
March 31, 2025

Fiscal year ending 
March 31, 2026

Fiscal year ending 
March 31, 2027

Second Quarter 137% 118% 93%
Fourth Quarter 130% 105% 80%

(iii) The “Consolidated Debt to Equity Ratio” shall not exceed the figures in the table below.

　

(iv) The Group shall not have negative consolidated profit for the year in any two consecutive full 
fiscal years ended on or after March 31, 2025.

[Definitions and calculation formulas]
(i) “Consolidated” means the amount in the consolidated financial statements prepared in 

accordance with IFRS.
(ii) “Consolidated Leverage Ratio” means the ratio of “Consolidated Debt” to “Consolidated

EBITDA”.
- “Consolidated Debt” is consolidated interest-bearing debt (excluding preferred shares and 

lease liabilities).
- “Consolidated EBITDA” is consolidated operating profit plus depreciation and amortization 

regarding “Property, plant and equipment” and “Intangible assets” which are including 
consolidated operating profit.

(iii) “Consolidated Equity” is “Total equity” in the consolidated statement of financial position plus 
the amount of preferred shares (323,000 million yen as of June 30, 2025).

(iv) “Consolidated Debt to Equity Ratio” means the ratio of “Consolidated Debt” to “Consolidated 
Equity”.

Collateral etc. The Company offers collateral to the financing institutions for the amendment agreements. In 
addition, Kioxia Corporation not only offers collateral to the financial institutions but also provides 
a joint guarantee for the Company’s borrowings.

(i) Existing loans
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Date of agreement July 17, 2025
Major lenders Sumitomo Mitsui Banking Corporation

MUFG Bank, Ltd.
Mizuho Bank, Ltd.
Development Bank of Japan Inc.

Financing amount 447,500 Million yen
Revolving loan 210,000 Million yen

Interest rate TIBOR + Spread
Repayment July 31, 2029
Financial covenants (i) The Group shall not have negative consolidated profit for the year in any two consecutive full 

fiscal years.

(ii) The total equity on the consolidated statement of financial position exceeds the greater of 500 
billion yen or 75% of the total equity as of the same period in the previous fiscal year.

September 30, 2025 3.25:1
March 31, 2026 3.25:1
September 30, 2026 3.00:1
March 31, 2027 3.00:1
September 30, 2027 3.00:1
March 31, 2028 3.00:1
September 30, 2028 2.75:1
March 31, 2029 2.75:1

(iii) The “Consolidated Leverage Ratio” shall not exceed the figures in the table below for two 
consecutive quarters

　

[Definitions and calculation formulas]
(i) “Consolidated” means the amount in the consolidated financial statements prepared in 

accordance with IFRS.
(ii) “Consolidated Leverage Ratio” means the ratio of “Consolidated Debt” to “Consolidated

EBITDA”.
- “Consolidated Debt” is consolidated interest-bearing debt (excluding lease liabilities).
- “Consolidated EBITDA” is consolidated operating profit plus depreciation and amortization 

regarding “Property, plant and equipment” and “Intangible assets” which are included in 
consolidated operating profit.

Collateral No collateral is expected to be provided to the lenders in relation to the Loan Agreement.

(ii) New loans

Note 2: The Group raises funds through sale and leaseback of some Property, plant and equipment. Sale and 
leaseback transactions executed after the adoption of IFRS 16 “Leases” (“IFRS 16”) are not accounted for 
as sales and leases since they do not meet the conditions for revenue recognition under IFRS 15 “Revenue 
from Contracts with Customers” (“IFRS 15”). Accordingly, funds raised through such transactions are 
accounted for as long-term borrowings. Borrowings associated with such transaction included in the current 
portion of long-term borrowings and long-term borrowings as of March 31, 2026 and 2025 are 288,340 
million yen and 336,709 million yen, respectively. The long-term borrowings associated with the sale and 
leaseback transaction related to the land with leasehold interest of the Yokkaichi Plant is 59,639 million yen 
as of March 31, 2026. The payment term is expected to be long-term based on the contract, and therefore 
is not described in “Payment term” of the table above.
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As of March 31, 
2026

As of March 31, 
2025

Interest rate
(%)

Maturity date

USD-denominated 5-year senior 
notes (Note 5)

163,328 － 6.25 July 24, 2030

USD-denominated 8-year senior 
notes (Note 5)

163,328 － 6.625 July 24, 2033

Note 3: Based on the resolution of the Board of Directors Meeting held on September 13, 2024, the Group signed 
the Capex Facility Agreement with financial institutions for a loan facility of 120,000 million yen on 
September 19, 2024, for the purpose of specific capital expenditure. The carrying amounts of current 
portion of long-term borrowings and long-term borrowings based on the agreement as of March 31, 2026 
and 2025 are none, respectively and the agreement was terminated on March 31, 2026.

Note 4: The contractual terms of the bonds are as follows:
The Company has the right to redeem 5-year senior notes on or after July 24, 2027 and 8-year senior notes 
on or after July 24, 2028. This redemption right constitutes an embedded derivative. These embedded 
derivatives are not accounted for separately from the host contracts because they are closely related to the 
host contracts. Therefore, the Company classifies all of the bonds as financial liabilities measured at 
amortized costs.

Millions of yen

Note 5: The Company utilizes currency swaps to hedge risk of changes in currency associated with the USD-
denominated senior notes. The above amounts are based on the principal amount of the issue converted at 
the swap rate. With the currency swaps, the USD-denominated fixed interest rates are exchanged with JPY- 
denominated fixed interest rates. Each exchanged substantial interest rates are as follows:
USD-denominated 5-year senior notes (1,100 million USD) 3.2934% per year
USD-denominated 8-year senior notes (1,100 million USD) 3.6638% per year
The currency swaps are designated as a hedge. For details on hedge accounting, please refer to “Note 29. 
Financial Instruments.”

Note 6: Based on the resolution of the Board of Directors Meeting held on June 10, 2024, the Company agreed with 
Development Bank of Japan Inc. to extend the accrual date of request for acquisition of the Company’s non- 
convertible preferred shares, and the conditions. The administrative procedures for the amendment to the 
Articles of Incorporation were completed as of July 18, 2024, and the Company also signed an amended 
investment agreement with Development Bank of Japan Inc. as of July 19, 2024. The holders of the issued 
and allotted preferred shares do not have voting rights and do not include any call or put options in 
exchange for ordinary shares and the convertible preferred shares. Therefore, these preferred shares do 
not have dilutive effects on the ordinary shares and the convertible preferred shares. The holders of the 
preferred shares have rights to dividends and residual assets in preference to the holders of the ordinary 
shares and the convertible preferred shares.
The preferred shares are classified as financial liabilities under IFRS, because the Company has an 
obligation to redeem these shares with cash on a specified date (June 17, 2028). The Company has the 
right to redeem the preferred shares prior to the required date based upon a resolution of the Board of 
Directors. This redemption right constitutes an embedded derivative. The embedded derivatives are not 
accounted for separately from the host contracts because they are closely related to the host contracts. 
Therefore, the Company classifies all of the preferred shares as financial liabilities measured at amortized 
costs.
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Number of 
offered shares

Series 1 (Kou) Preferred shares  1,200 shares

Paid-in amount 
of offered 
shares

100,000,000 yen per share
(The total amount to be paid in is 120,000 million yen.)

Paid-in date June 17, 2019
Means of 
allotment of 
offered shares

All offered shares are allocated to Development Bank of Japan Inc. by third-party share allotment.

Dividends of 
surplus

(1) When the Company makes a distribution of dividends from surplus, the Company shall make a 
distribution of dividends in cash to the holders of the Series 1 (Kou) Preferred Shares (hereinafter 
referred to as the “Series 1 (Kou) Preferred Shareholders”) or to the registered pledgees of the 
Series 1 (Kou) Preferred Shares (hereinafter referred to as the “Registered Series 1 (Kou) 
Preferred Pledgees”) (such dividends to the Series 1 (Kou) Preferred Shareholders or Registered 
Series 1 (Kou) Preferred Pledgees hereinafter referred to as the “Series 1 (Kou) Preferred 
Dividends Distribution”) whose names are listed or recorded on the shareholders’ register as of the 
close of the record date with respect to such distribution, in preference to the holders of Common 
Shares (hereinafter referred to as the “Common Shareholders”) or registered pledges of the 
Common Shares (hereinafter referred to as the “Registered Common Share Pledgees”) (such 
dividends to Common Shareholders and Registered Common Share Pledgees hereinafter referred 
to as the “Common Dividends Distribution”) in the amount set forth in Paragraph 2 of this Article 
per Series 1 (Kou) Preferred Share (hereinafter referred to as the “Series 1 (Kou) Preferred 
Dividends”). Payment of the Series 1 (Kou) Preferred Dividends Distribution to Series 1 (Kou) 
Preferred Shareholders or Registered Series 1 (Kou) Preferred Pledgees and the Series 2 (Otsu) 
Preferred Dividends Distribution (defined in Paragraph 2 of the Article for “(ii) Series 2 (Otsu) 
Preferred shares”; hereinafter the same shall apply) to the holders of the Series 2 (Otsu) Preferred 
Shares (hereinafter referred to as the “Series 2 (Otsu) Preferred Shareholders”) or the registered 
pledgees of the Series 2 (Otsu) Preferred Share (hereinafter referred to as the “Registered Series 
2 (Otsu) Preferred Pledgees”) shall rank pari passu.

(2) (a) The total amount of Series 1 (Kou) Preferred Dividends per Series 1 (Kou) Preferred Share 
shall be equal to an amount calculated as follows: the product of (i) the Series 1 (Kou) Preferred 
Dividend Rate and (ii) the Series 1 (Kou) Preferred Share Base Price for the business year to 
which the record date with respect to the distribution of dividends belongs (in case of the 
distribution of dividends is made in a business year to which the issue date belongs or as of a 
record date which is not the last day of any business year, the product of (i), (ii) and (iii) the actual 
days elapsed from the first day of such business year (in case that such business year is the one 
that the issue date belongs to, the issue date) (inclusive) to such record date (inclusive), divided 
by three hundred sixty five (365) (with divisions made at the end and rounded down to the nearest 
integral number) (the same shall apply to the following pro-rata calculations)); provided, however, 
that distributions of all or any part of dividends as of record dates that belong to such business 
year have been made, the accumulated amount of such dividends shall be deducted.

(i) Series 1 (Kou) preferred shares
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(b) The “Series 1 (Kou) Preferred Share Base Price” shall be one hundred million Japanese Yen 
(JPY 100,000,000) in the business year to which the issue date belongs and, in the subsequent 
business years, equal to the sum of the amount of the Series 1 (Kou) Preferred Share Base Price 
on the last date of the previous business year and, if the Company did not make a distribution of 
all or any part of Series 1 (Kou) Preferred Dividends based of record dates that belong to such 
previous business year, the amount of such unpaid Series 1 (Kou) Preferred Dividends; provided, 
however, if the Company makes a distribution of Series 1 (Kou) Special Dividends, defined in 
Paragraph 4 of this Article, in a certain business year, the amount of such paid Series 1 (Kou) 
Special Dividends shall be deducted from the amount of the Series 1 (Kou) Preferred Share Base 
Price on the date of such payment. In the case the Company distributes the Series 1 (Kou) Special 
Dividends, the amount of the Series 1 (Kou) Preferred Dividends shall be calculated on the pro-
rata basis (i) for the period until the day before the payment date (inclusive) of said Series 1 (Kou) 
Special Dividends, based on the Series 1 (Kou) Preferred Share Base Price without deduction of 
the amount of said Series 1 (Kou) Special Dividends, and (ii) for the period after the payment date 
(inclusive) of said Series 1 (Kou) Special Dividends, based on the Series 1 (Kou) Preferred Share 
Base Price with deduction of the amount of said Series 1 (Kou) Special Dividends.

　  (c) The “Series 1 (Kou) Preferred Dividend Rate” shall be the rate per annum defined below; 
provided, however, in the case the Series 1 (Kou) Preferred Dividend Rate is to change during the 
period from the first day of a business year to the record date pertaining to such Series 1 (Kou) 
Preferred Dividend, the amount of Series 1 (Kou) Preferred Dividend shall be calculated pro rata, 
using the Series 1 (Kou) Preferred Dividend Rate before the change for the period before the 
change and the Series 1 (Kou) Preferred Dividend Rate after the change for the period after the 
change.

     - From the issue date to June 16, 2024: four point zero five percent (4.05%)
     - From June 17, 2024 to March 31, 2025: eight point zero five percent (8.05%)
     - From April 1, 2025 to September 30, 2026: seven point zero five percent (7.05%)
     - From October 1, 2026 to March 31, 2027: eight point thirty five percent (8.35%)
     - From April 1, 2027: nine point sixty five percent (9.65%)

(3) In the event that the total amount of Series 1 (Kou) Preferred Dividends per share paid in cash in 
accordance with Paragraph 1 of this Article to Series 1 (Kou) Preferred Shareholders or 
Registered Series 1 (Kou) Preferred Pledgees as of any record date belonging in a business year 
is less than the amount of the Series 1 (Kou) Preferred Dividends of such business year, any such 
deficiencies shall not be cumulative for the subsequent business years respectively.

(4) The Company may, at its option, make a distribution of dividends to Series 1 (Kou) Preferred 
Shareholders or Registered Series 1 (Kou) Preferred Pledgees prior to or after the payment of 
Common Dividends, Series 1 (Kou) Preferred Dividends or Series 2 (Otsu) Preferred Dividends 
(defined in Paragraph 4 of the Article for “(ii) Series 2 (Otsu) Preferred shares”; hereinafter the 
same shall apply), to the extent that the amount of such dividends does not exceed the amount of 
the Series 1 (Kou) Preferred Share Base Price at that time less 100,000,000 yen. The distribution 
of Series 1 (Kou) Special Dividends to Series 1 (Kou) Preferred Shareholders or Registered Series 
1 (Kou) Preferred Pledgees and the distribution of Series 2 (Otsu) Special Dividends to Series 2 
(Otsu) Preferred Shareholders or Registered Series 2 (Otsu) Preferred Pledgees shall rank pari 
passu.

(5) Other than the dividends set forth in Paragraphs 1 and 4 of this Article, no dividend shall be paid to 
e Series 1 (Kou) Preferred Shareholders or Registered Series 1 (Kou) Preferred Pledgees.
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Distribution of 
residual assets

(1) If and when the Company distributes the residual assets upon its dissolution, the Company shall 
pay to Series 1 (Kou) Preferred Shareholders or Registered Series 1 (Kou) Preferred Pledgees, in 
preference to Common Shareholders or Registered Common Share Pledgees and Series 2 (Otsu) 
Preferred Shareholders or Registered Series 2 (Otsu) Preferred Pledgees, the amount set forth in 
Paragraph 2 of this Article (hereinafter referred to as the “Series 1 (Kou) Preferred Shares 
Redemption Amount”) per Series 1 (Kou) Preferred Share.

(2) Series 1 (Kou) Preferred Shares Redemption Amount per Series 1 (Kou) Preferred Share shall be 
the Series 1 (Kou) Preferred Share Base Price of the business year to which the payment date of 
the residual assets belongs and the equivalent amount of unpaid dividends per Series 1 (Kou) 
Preferred Share on the payment date of the residual assets. The “equivalent amount of unpaid 
dividends per Series 1 (Kou) Preferred Share on the payment date of the residual assets” means 
the amount of Series 1 (Kou) Preferred Dividends calculated on a pro-rata basis using the actual 
number of days from the first day of the business year to which the payment date of residual 
assets belongs (in case that such business year is the one that the issue date belongs to, the 
issue date) (inclusive) to such payment date (inclusive), assuming the payment date of residual 
assets to be the record date for distribution of dividends; provided, however, that distributions of all 
or any part of dividends as of record dates that belong to such business year have been made, the 
accumulated amount of such dividends shall be deducted.

(3) Other than the distribution set forth in Paragraph 1 of this Article, the Company does not distribute 
any residual asset to Series 1 (Kou) Preferred Shareholders or Registered Series 1 (Kou) 
Preferred Pledgees.

Put options in 
exchange for 
cash

The Series 1 (Kou) Preferred Shareholders shall, when and if any of the events listed in Items below 
occurs, to the extent permitted by laws and regulations, be entitled to demand the Company to deliver 
cash in exchange for any part or all of the Series 1 (Kou) Preferred Shares owned by them (the date 
that such demand is made is hereinafter referred to as the “Series 1 (Kou) Preferred Shares Demand 
Date”). Upon such demand, the Company shall pay to such Series 1 (Kou) preferred Shareholders, to 
the limited extent of the distributable amount calculated in accordance with Article 461, Paragraph 2 
of the Companies Act on the Series 1 (Kou) Preferred Shares Demand Date, an amount of cash 
equivalent to Series 1 (Kou) Preferred Shares Redemption Amount set forth in Paragraph 2 of the 
Article of “Distribution of residual assets” (provided, however, that the amount shall be calculated as 
of the Series 1 (Kou) Preferred Shares Demand Date instead of the payment date of the residual 
assets); provided, however, that the number of the Series 1 (Kou) Preferred Shares to be acquired by 
the Company shall be determined on a pro rata basis or in any other reasonable and fair way that the 
Board of Directors of the Company decides in a case where Series 1 (Kou) Preferred Shareholders 
make such demand in the amount beyond the distributable amount.
(a) After December 17, 2027;
(b) The distributable amount of the Company on the last day of a business year calculated based on 
the financial statements for such business year that is approved at a shareholders’ meeting of the 
Company in accordance with applicable law is less than the sum of (a) the aggregate amount of 
Series 1 (Kou) Preferred Shares Redemption Amount of all the outstanding Series 1 (Kou) Preferred 
Shares on the last day of such business year and (b) the aggregate amount of Series 2 (Otsu) 
Preferred Shares Redemption Amount of all the outstanding Series 2 (Otsu) Preferred Shares as of 
the last day of such business year (provided, however, that this shall not apply, on or before the date 
falling three (3) months from the date of the shareholders’ meeting at which the financial statements 
of the Company for the relevant business year were approved, the distributable amount of the 
Company becomes equal to or more than the sum of (a) the aggregate amount of Series 1 (Kou) 
Preferred Shares Redemption Amount of all the outstanding Series 1 (Kou) Preferred Shares on the 
last day of such business year and (b) the aggregate amount of Series 2 (Otsu) Preferred Shares 
Redemption Amount of all the outstanding Series 2 (Otsu) Preferred Shares on the last day of such 
business year.);
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(c) Any financial indebtedness of the Company or Kioxia Corporation is declared to be immediately 
due and payable prior to its specified maturity as a result of an event of default (however described) 
with respect to such financial indebtedness; provided, however, this shall not apply to the financial 
indebtedness whose amount is less than JPY 2,000,000,000 (or its equivalent in any other currency) 
or the financial indebtedness incurred under intra-group loan or any subordinated debts.
If put options are not exercised based on the above events (a) to (c), unless otherwise agreed, all of 
those put options shall be exercised, to the extent permitted by laws and this agreement, on June 17, 
2028.

Call option in 
exchange for 
cash

The Company may, acquire, to the extent permitted by laws and regulations, on the day determined 
by a resolution of the Board of Directors of the Company (the day is hereinafter referred to as the 
“Series 1 (Kou) Preferred Shares Acquisition Day”) any part or all of the Series 1 (Kou) Preferred 
Shares in exchange for an amount of cash equivalent to Series 1 (Kou) Preferred Shares Redemption 
Amount (provided, however, that the amount shall be calculated as of the Series 1 (Kou) Preferred 
Shares Acquisition Day instead of the payment date of the residual assets). The Series 1 (Kou) 
Preferred Shares to be acquired by the Company shall be determined on a pro rata basis or in any 
other reasonable and fair way that the Board of Directors of the Company decides in a case where 
the Company acquires a part of Series 1 (Kou) Preferred Shares.
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Number of 
offered shares

Series 2 (Otsu) Preferred shares   1,800 shares

Paid-in amount 
of offered 
shares

100,000,000 yen per share
(The total amount to be paid in is 180,000 million yen.)

Paid-in date June 17, 2019
Means of 
allotment of 
offered shares

All offered shares are allocated to Development Bank of Japan Inc. by third-party share allotment.

Dividends of 
surplus

(1) When the Company makes a distribution of dividends from surplus the Company shall make a 
distribution of dividends in cash to Series 2 (Otsu) Preferred Shareholders or to Registered Series 
2 (Otsu) Preferred Pledgees (such distribution of dividends to the Series 2 (Otsu) Preferred 
Shareholders or Registered Series 2 (Otsu) Preferred Pledgees hereinafter referred to as the 
“Series 2 (Otsu) Preferred Dividends Distribution”) whose names are listed or recorded on the 
shareholders’ register as of the close of the record date with respect to such distribution, in 
preference to Common Dividends in the amount set forth in Paragraph 2 of this Article per Series 
2 (Otsu) Preferred Share (hereinafter referred to as the “Series 2 (Otsu) Preferred Dividends”). 
Payment of the Series 2 (Otsu) Preferred Dividends Distribution to Series 2 (Otsu) Preferred 
Shareholders or Registered Series 2 (Otsu) Preferred Pledgees and the Series 1 (Kou) Preferred 
Dividends Distribution to Series 1 (Kou) Preferred Shareholders or Registered Series 1 (Kou) 
Preferred Pledgees shall rank pari passu.

(2) (a) The total amount of Series 2 (Otsu) Preferred Dividends per Series 2 (Otsu) Preferred Share 
shall be equal to an amount calculated as follows: the product of (i) the Series 2 (Otsu) Preferred 
Dividend Rate and (ii) the Series 2 (Otsu) Preferred Share Base Price for the business year to 
which the record date with respect to the distribution of dividends belongs (in case of the 
distribution of dividends is made in a business year to which the issue date belongs or as of a 
record date which is not the last day of any business year, the product of (i), (ii) and (iii) the actual 
days elapsed from the first day of such business year (in case that such business year is the one 
that the issue date belongs to, the issue date) (inclusive) to such record date (inclusive); provided, 
however, that distributions of all or any part of dividends as of record dates that belong to such 
business year have been made, the accumulated amount of such dividends shall be deducted.

      (b) The “Series 2 (Otsu) Preferred Share Base Price” shall be JPY 100,000,000 in the business 
year to which the issue date belongs and, in the subsequent business years, equal to the sum of 
the amount of the Series 2 (Otsu) Preferred Share Base Price on the last date of the previous 
business year and, if the Company did not make a distribution of all or any part of Series 2 (Otsu) 
Preferred Dividends based of record dates that belong to such previous business year, the amount 
of such unpaid Series 2 (Otsu) Preferred Dividends; provided, however, if the Company makes a 
distribution of Series 2 (Otsu) Special Dividends in a certain business year, the amount of such 
paid Series 2 (Otsu) Special Dividends shall be deducted from the amount of the Series 2 (Otsu) 
Preferred Share Base Price on the date of such payment. In the case the Company distributes the 
Series 2 (Otsu) Special Dividends, the amount of the Series 2 (Otsu) Preferred Dividends shall be 
calculated on the pro-rata basis (i) for the period until the day before the payment date (inclusive) 
of said Series 2 (Otsu) Special Dividends, based on the Series 2 (Otsu) Preferred Share Base 
Price without deduction of the amount of said Series 2 (Otsu) Special Dividends, and (ii) for the 
period after the payment date (inclusive) of said Series 2 (Otsu) Special Dividends, based on the 
Series 2 (Otsu) Preferred Share Base Price with deduction of the amount of said Series 2 (Otsu) 
Special Dividends.

(ii) Series 2 (Otsu) preferred shares
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     (c) The “Series 2 (Otsu) Preferred Dividend Rate” shall be the rate per annum defined below; 
provided, however, in the case the Series 2 (Otsu) Preferred Dividend Rate is to change during 
the period from the first day of a business year to the record date pertaining to such Series 2 
(Otsu) Preferred Dividend, the amount of Series 2 (Otsu) Preferred Dividend shall be calculated 
pro rata, using the Series 2 (Otsu) Preferred Dividend Rate before the change for the period 
before the change and the Series 2 (Otsu) Preferred Dividend Rate after the change for the period 
after the change.

     - From the issue date to June 16, 2024: four point three percent (4.30%)
     - From June 17, 2024 to March 31, 2025: eight point three percent (8.30%)
     - From April 1, 2025 to September 30, 2026: seven point three percent (7.30%)
     - From October 1, 2026 to March 31, 2027: eight point six percent (8.60%)
     - From April 1, 2027: nine point nine percent (9.90%)

(3) In the event that the total amount of Series 2 (Otsu) Preferred Dividends per share paid in cash in 
accordance with Paragraph 1 of this Article to Series 2 (Otsu) Preferred Shareholders or 
Registered Series 2 (Otsu) Preferred Pledgees as of any record date belonging in a business year 
is less than the amount of the Series 2 (Otsu) Preferred Dividends of such business year, any 
such deficiencies shall not be cumulative for the subsequent business years respectively.

(4) The Company may, at its option, make a distribution of dividends to Series 2 (Otsu) Preferred 
Shareholders or Registered Series 2 (Otsu) Preferred Pledgees prior to or after the payment of 
Common Dividends, Series 1 (Kou) Preferred Dividends or Series 2 (Otsu) Preferred Dividends, to 
the extent that the amount of such dividends does not exceed the amount of the Series 2 (Otsu) 
Preferred Share Base Price at that time less 100,000,000 yen. The distribution of Series 2 (Otsu) 
Special Dividends to Series 2 (Otsu) Preferred Shareholders or Registered Series 2 (Otsu) 
Preferred Pledgees and the distribution of Series 1 (Kou) Special Dividends to Series 1 (Kou) 
Preferred Shareholders or Registered Series 1 (Kou) Preferred Pledgees shall rank pari passu.

(5) Other than the dividends set forth in Paragraphs 1 and 4 of this Article, no dividend shall be paid to 
the Series 2 (Otsu) Preferred Shareholders or Registered Series 2 (Otsu) Preferred Pledgees.

Distribution of 
residual assets

(1) If and when the Company distributes the residual assets upon its dissolution, the Company shall 
pay to Series 2 (Otsu) Preferred Shareholders or Registered Series 2 (Otsu) Preferred Pledgees, 
in preference to Common Shareholders or Registered Common Share Pledgees, the amount set 
forth in Paragraph 2 of this Article (hereinafter referred to as the “Series 2 (Otsu) Preferred Shares 
Redemption Amount”) per Series 2 (Otsu) Preferred Share.

(2) Series 2 (Otsu) Preferred Shares Redemption Amount per Series 2 (Otsu) Preferred Share shall 
be the Series 2 (Otsu) Preferred Share Base Price of the business year to which the payment date 
of the residual assets belongs and the equivalent amount of unpaid dividends per Series 2 (Otsu) 
Preferred Share on the payment date of the residual assets. The “equivalent amount of unpaid 
dividends per Series 2 (Otsu) Preferred Share on the payment date of the residual assets” means 
the amount of Series 2 (Otsu) Preferred Dividends calculated on a pro-rata basis using the actual 
number of days from the first day of the business year to which the payment date of residual 
assets belongs (in case that such business year is the one that the issue date belongs to, the 
issue date) (inclusive) to such payment date (inclusive), assuming the payment date of residual 
assets to be the record date for distribution of dividends; provided, however, that distributions of all 
or any part of dividends as of record dates that belong to such business year have been made, the 
accumulated amount of such dividends shall be deducted.

(3) Other than the distribution set forth in Paragraph 1 of this Article, the Company does not distribute 
any residual asset to Series 2 (Otsu) Preferred Shareholders or Registered Series 2 (Otsu) 
Preferred Pledgees.
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Put options in 
exchange for 
cash

The Series 2 (Otsu) Preferred Shareholders shall, when and if any events set forth in each of the Item 
in Paragraph (a) to (c) of the Article of “Put options in exchange for cash” for the Series 1 (Kou) 
Preferred Shares, to the extent permitted by laws and regulations, be entitled to demand the 
Company to deliver cash in exchange for any part or all of the Series 2 (Otsu) Preferred Shares 
owned by them (the date that such demand is made is hereinafter referred to as the “Series 2 (Otsu) 
Preferred Shares Demand Date”). Upon such demand, the Company shall pay to such Series 2 
(Otsu) preferred Shareholders, to the limited extent of the distributable amount calculated in 
accordance with Article 461, Paragraph 2 of the Companies Act on the Series 2 (Otsu) Preferred 
Shares Demand Date, an amount of cash equivalent to Series 2 (Otsu) Preferred Shares Redemption 
Amount set forth in Paragraph 2 of the Article of “Distribution of residual assets” (provided, however, 
that the amount shall be calculated as of the Series 2 (Otsu) Preferred Shares Demand Date instead 
of the payment date of the residual assets); provided, however, that the number of the Series 2 (Otsu) 
Preferred Shares to be acquired by the Company shall be determined on a pro rata basis or in any 
other reasonable and fair way that the Board of Directors of the Company decides in a case where 
Series 2 (Otsu) Preferred Shareholders make such demand in the amount beyond the distributable 
amount.
If put options are not exercised based on the above events (a) to (c), unless otherwise agreed, all of 
those put options shall be exercised, to the extent permitted by laws and this agreement, on June 17, 
2028.

Call option in 
exchange for 
cash

The Company may, acquire, to the extent permitted by laws and regulations, on the day determined 
by a resolution of the Board of Directors of the Company (the day is hereinafter referred to as the 
“Series 2 (Otsu) Preferred Shares Acquisition Day”) any part or all of the Series 2 (Otsu) Preferred 
Shares in exchange for an amount of cash equivalent to Series 2 (Otsu) Preferred Shares 
Redemption Amount (provided, however, that the amount shall be calculated as of the Series 2 (Otsu) 
Preferred Shares Acquisition Day instead of the payment date of the residual assets). The Series 2 
(Otsu) Preferred Shares to be acquired by the Company shall be determined on a pro rata basis or in 
any other reasonable and fair way that the Board of Directors of the Company decides in a case 
where the Company acquires a part of Series 2 (Otsu) Preferred Shares.

Type of shares Series 1 (Kou) and Series 2 (Otsu) preferred shares

Number of repurchase shares Series 1 (Kou) preferred shares: 1,200 shares
Series 2 (Otsu) preferred shares: 1,800 shares

Repurchase price per share Series 1 (Kou) preferred shares: 110 Million yen per share
Series 2 (Otsu) preferred shares: 110 Million yen per share

Aggregate repurchase amount 330,387 Million yen

Type of cancellation share Series 1 (Kou) preferred shares: 1,200 shares
Series 2 (Otsu) preferred shares: 1,800 shares

The Company repurchased and canceled the treasury shares, namely Series 1 (Kou) preferred shares and Series 2 
(Otsu) preferred shares on July 25, 2025 based on the resolution of the Board of Directors Meeting held July 17, 
2025. The summary of the elements are as follows:

(Repurchase details)

Aggregate repurchase amount above includes unpaid dividends.

(Cancellation details)
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Millions of yen

As of March 31, 2026 As of March 31, 2025

Current assets:

Cash and cash equivalents － 66,266

  Subtotal － 66,266

Non-current assets:

Property, plant and equipment 11,011 348,551

  Subtotal 11,011 348,551

  Total 11,011 414,817

Millions of yen

As of March 31, 2026 As of March 31, 2025

Current liabilities:

Borrowings:

Current portion of long-term borrowings 240 138,657

  Subtotal 240 138,657

Non-current liabilities:

Borrowings:

Long-term borrowings 11,100 302,340

  Subtotal 11,100 302,340

  Total 11,340 440,997

(2) Assets pledged as collateral
Assets pledged as collateral for borrowings are as follows.

Security interest may be exercised in the case of non-fulfillment of a borrowing agreement.

Liabilities corresponding to the assets pledged as collateral are as follows:
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Millions of yen

As of March 31, 2026 As of March 31, 2025

Shares of subsidiaries and associates － 44,287

Investments in capital of subsidiaries and associates － 22,282

Total － 66,569

Millions of yen

As of March 31, 2026 As of March 31, 2025

Property, plant and equipment 130,919 205,157

Millions of yen

As of March 31, 2026 As of March 31, 2025

Current liabilities:

Borrowings:

Current portion of long-term borrowings 95,575 107,851

Subtotal 95,575 107,851

Non-current liabilities:

Borrowings:

Long-term borrowings 192,765 228,858

Subtotal 192,765 228,858

Total 288,340 336,709

The following assets eliminated during the consolidation process are also pledged as collateral. The amounts are 
presented at acquisition cost for the Group.

(3) Assets and liabilities for sale and leaseback transactions
The Group does not have legal title to the assets below for sale and leaseback transactions since the transactions 
are not recognized as sales but continuously accounted for as property, plant and equipment.

Liabilities corresponding to assets that does not have legal title are as follows:

- 44 -



Millions of yen

As of March 31, 2026 As of March 31, 2025

Right-of-use assets (carrying amount):

Land 10,553 10,969

Buildings and structures 23,757 26,319

Machinery and other assets 143,782 159,775

  Total 178,092 197,063

Millions of yen
From April 1, 2025
to March 31, 2026

From April 1, 2024
to March 31, 2025

Depreciation expense of right-of-use assets

Land 387 391

Buildings and structures 3,437 3,215

Machinery and other assets 29,225 26,691

  Total 33,049 30,297

Interest expenses (Note 1) 5,823 4,720

Expenses related to short-term leases (Note 1 and 2) 363 369

Expenses related to leases of low-value assets that are 
not short-term leases (Note 1 and 2)

395 349

Expenses related to variable lease payments not 
included in lease liabilities (Note 1)

222 263

15. Leases

At the inception of a contract, including outsourcing and power supply agreements, the Group assesses whether the 
contract is, or contains, a lease. If a contract conveys the right to control the use of an identified asset for a period of 
time in exchange for consideration, the Group determines that the contract is, or contains, a lease and recognizes the 
right-of-use assets and the lease liabilities at the lease commencement date.

Among these contracts, some lease contracts may include renewal options, termination options, or purchase options.

The Group raises funds through sale and leaseback of some property, plant and equipment. However, sale and 
leaseback transactions executed after the adoption of IFRS 16 are not accounted for as sales and leases since they 
do not meet the conditions for revenue recognition under IFRS 15. Please refer to “14. Borrowings and Other 
Financial Liabilities.”

(1) Amounts related to right-of-use assets
The carrying amounts of right-of-use assets are as follows:

Note: The amounts of right-of-use assets acquired for the fiscal years ended March 31, 2026 and 2025 are 14,723 
million yen and 67,683 million yen, respectively.

(2) Costs and cash flows related to leases
Costs and cash flows related to leases are as follows:

Note 1: Interest expenses are included in “Finance costs” in the consolidated statement of profit or loss. Expenses 
of short-term leases, expenses of low-value asset leases, and expenses of variable lease payments not 
included in lease liabilities are included in “Cost of sales” and “Selling, general and administrative 
expenses”.

Note 2: The payments of short-term leases and low-value leases are recognized as expenses on a straight-line 
basis over the lease term. A short-term lease refers to a lease with a lease term of 12 months or less at the 
commencement date. Assets such as low-value office equipment are considered low-value assets.

Total cash outflows related to leases are 37,331 and 34,488 million yen for the fiscal years ended March 31, 2026 
and 2025.
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Millions of yen

As of March 31, 2026 As of March 31, 2025

Notes and trade payables 159,520 86,664

Other payables 435,397 417,347

Total 594,917 504,011

16. Trade and Other Payables

The components of trade and other payables are as follows:

Note: Trade and other payables are classified as financial liabilities measured at amortized cost.

The Group has entered into supplier finance arrangements with third-party financial institutions. Under these 
arrangements, the Group makes payments to the third-party financial institutions 120 to 180 days after the invoice 
date, based on agreements with each supplier. The due dates are similar to those of comparable trade payables that 
are not part of a supplier finance arrangement. Suppliers may, at their discretion, receive early payment at a discount 
from a third-party financial institution. The Group has not pledged any assets or provided any third-party guarantees 
for supplier finance arrangements.
The carrying amounts of financial liabilities related to supplier finance arrangements as of March 31, 2026, 2025 and 
April 1, 2024 are 156,851 million yen, 165,743 million yen and 149,275 million yen, respectively. Of these amounts, 
the amounts paid to suppliers as of March 31, 2026 and 2025 are 60,547 million yen and 79,103 million yen, 
respectively, and are included in trade and other payables above.

The supplier finance arrangements entered into by the Group are not expected to result in a concentration or 
significant extension of payment due dates compared to the normal payment terms agreed with other suppliers not 
participating in the arrangements, and the Group is not exposed to significant liquidity risk arising from these 
arrangements.

There were no non-cash changes in the carrying amounts of financial liabilities subject to the supplier finance 
arrangements for the year ended March 31, 2026 and 2025.
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Millions of yen

As of March 31, 2026 As of March 31, 2025

Present value of funded defined benefit obligations 55,397 57,776

Fair value of plan assets (81,278) (75,185)

Net liability/(asset) on funded plans (25,881) (17,409)

Effect of the asset ceiling 27,019 19,279

Present value of unfunded defined benefit obligations 41,558 44,497

Net liability/(asset) recognized in the consolidated statement of 
financial position

42,696 46,367

Amount in the consolidated statement of financial position:

Retirement benefit liability 42,871 46,477

Retirement benefit asset 175 110

17. Employee Benefits

(1) Post-employment benefits

The Company and certain of its subsidiaries have defined benefit pension plans and lump-sum retirement benefit 
plans. In addition, the Company and certain of its subsidiaries operate defined contribution plans.

All employees who retire from the Company and certain of its subsidiaries in Japan are generally entitled to lump-
sum payments or pensions determined based on points granted up to retirement, the number of years of service, 
and reasons of retirement in accordance with the retirement benefit policies.

The Company and certain of its subsidiaries in Japan have a contract-type pension plan based on pension rules. 
The Company and the subsidiaries have established rules on the defined benefit corporate pension plan stipulating 
the details of the pension plan, such as eligibility requirements, details and method of benefit payments and details 
of contributions, by agreement with the labor union and their employees. The rules have been approved by the 
Minister of Health, Labor and Welfare. The Company and the subsidiaries operate the plan by signing contracts with 
trust banks, etc. for the payment of contributions and the management of the fund. The trust banks administer and 
manage the plan assets while they perform actuarial calculations and make lump-sum or pension payments. The 
Company and the subsidiaries are responsible for faithfully performing their duties for the participants, complying 
with laws and regulations and mandates and bylaws issued by the Minister of Health, Labor and Welfare pursuant 
to the laws and regulations. In addition, the Company and the subsidiaries in Japan are prohibited from entering into 
asset management contracts for the purpose of generating profits for themselves or third parties other than the 
participants or from directing that the fund should be managed in a specific method.

The defined benefit plan is exposed to actuarial risk and the risk of changes in the fair value of plan assets. 
Actuarial risk is primarily related to the risk of changes in interest rates, including yield rates for high-quality 
corporate bonds, which are used to discount the defined benefit obligation to present value and may result in 
changes to the obligation. Changes in the fair value of planned assets could impact the funding position of the 
defined benefit plan if the actual return on plan assets differs significantly from the planned rate of return.

(i) Amounts recognized relating to defined benefit pension plans
Relationship between defined benefit obligations, plan assets and amounts recognized in the consolidated
statement of financial position is as follows.
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Millions of yen

From April 1, 2025
to March 31, 2026

From April 1, 2024
to March 31, 2025

Present value of defined benefit obligations at the beginning of the 
year

102,273 107,391

Service cost 3,625 4,416

Interest cost 2,221 1,607

Remeasurements:

Actuarial gains and losses arising from changes in 
demographic assumptions

(1) (66)

Actuarial gains and losses arising from changes in financial 
assumptions

(8,562) (7,500)

Actuarial gains and losses arising from experience 
adjustments

368 349

Benefits paid (2,955) (3,906)

Other (14) (18)

Present value of defined benefit obligations at the end of the year 96,955 102,273

Millions of yen

From April 1, 2025
to March 31, 2026

From April 1, 2024
to March 31, 2025

Fair value of plan assets at the beginning of the year 75,185 75,659

Interest income 1,705 1,206

Remeasurements:

Return on plan assets 2,040 (2,463)

Employer contributions 3,632 3,640

Benefits paid (1,278) (2,843)

Other (6) (14)

Fair value of plan assets at the end of the year 81,278 75,185

(ii) Reconciliation of present value of defined benefit obligations

Note: The weighted average duration of the defined benefit obligations for the fiscal years ended March 31, 
2026 and 2025 are 12.2 years and 12.3 years, respectively.

(iii) Reconciliation of plan assets
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Millions of yen

From April 1, 2025
to March 31, 2026

From April 1, 2024
to March 31, 2025

Effect of the asset ceiling at the beginning of the year 19,279 16,676

Interest on the effect of the asset ceiling 436 266

Remeasurements:

Changes in the effect of the asset ceiling 7,304 2,337

Effect of the asset ceiling at the end of the year 27,019 19,279

Millions of yen

As of March 31, 2026 As of March 31, 2025

Quoted prices in active markets Quoted prices in active markets

With 
quoted
prices

With no
quoted 
prices

Total
With 

quoted
prices

With no
quoted 
prices

Total

Cash and cash equivalents 422 － 422 924 － 924

Jointly managed money trusts (Stocks)

Domestic stocks － 9,923 9,923 － 8,742 8,742

Foreign stocks － 7,628 7,628 － 6,526 6,526

Other － 1,894 1,894 － 1,474 1,474

Jointly managed money trusts (Bonds)

Domestic bonds － 38,308 38,308 － 33,870 33,870

Foreign bonds － 14,727 14,727 － 15,377 15,377

Other － 537 537 － 760 760

Life insurance company general accounts － 7,839 7,839 － 7,512 7,512

  Total 422 80,856 81,278 924 74,261 75,185

(iv) Reconciliation of effect of asset ceiling

(v) Breakdown of fair value by type of plan assets

Note: The plan assets are mostly managed through jointly managed money trusts and classified as assets with 
no quoted prices in active markets.

The investment policy of the defined benefit pension plans of the Company and certain of its subsidiaries in 
Japan is designed to secure the total return required over a long term period under acceptable risks in order to 
ensure the future payment of pension benefits to its members and beneficiaries. From a medium- to long-term 
perspective, the Group determines an investment allocation, and manages risks by maintaining the optimum 
composition ratio through rebalancing and other means, in order to achieve the expected long-term rate of return 
on the plan assets.

The plan assets are mostly managed through jointly managed money trusts and appropriately diversified mainly 
in stocks and bonds listed in active markets according to the pension rules. The life insurance company general 
accounts invest individual insurance and corporate pension assets and others in a single account, and the 
assumed interest rate and principal are guaranteed.
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As of March 31, 2026 As of March 31, 2025

Weighted average discount rate 3.1% 2.2%

Millions of yen

As of March 31, 2026 As of March 31, 2025

Increase in discount rate by 0.5% (4,285) (5,078)

Decrease in discount rate by 0.5% 4,625 5,509

Millions of yen

From April 1, 2025
to March 31, 2026

From April 1, 2024
to March 31, 2025

Expenses on defined contribution plans 1,637 1,612

Millions of yen

From April 1, 2025
to March 31, 2026

From April 1, 2024
to March 31, 2025

Employee benefit expenses 181,658 156,155

The Group is obligated to make contributions. The amount of contributions is recalculated as of the end date of a 
fiscal year at least every five years to ensure that the financial stability can be maintained through the future. In 
addition, the plan stipulates minimum funding requirements and when the plan is in deficit, the Company is 
required to make additional contributions within the prescribed period.

Expected contributions to be made by the Group for the fiscal year ending March 31, 2027, is 3,632 million yen.

(vi) Significant actuarial assumptions
The significant actuarial assumptions used to determine the present value of the defined benefit obligations are 
as follows:

If the discount rate, a significant actuarial assumption, changes, the sensitivity analysis of impact to the present 
value of the defined benefit obligations would be as follows. This sensitivity analysis indicates the impact on the 
defined benefit obligations when only the discount rate changes, while all other assumptions remain constant as 
of the end of the reporting period. Negative value represents a decrease in defined benefit obligations, and a 
positive value represents an increase in defined benefit obligations.

(vii) Expenses on defined contribution plans

(2) Employee benefit expenses
Total amounts of employee benefit expenses included in “Cost of sales”, “Selling, general and administrative 
expenses” and “Other expenses” in the consolidated statement of profit or loss are as follows:
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Millions of yen

Asset retirement
obligations

Provision for
product warranty

Provision for 
restructuring

Provision -
other Total

Balance as of April 1, 2025 5,186 3,798 1,657 247 10,888

Recognition during the year 55 9,699 - 1 9,755

Interest due to the passage of time 46 - - 1 47

Decrease (Utilization) (37) (2,031) (1,178) (68) (3,314)

Decrease (Reversal) (8) (271) (479) (3) (761)

Other 44 41 - 16 101

Balance as of March 31, 2026 5,286 11,236 - 194 16,716

Current liabilities 53 3,699 - 124 3,876

Non-current liabilities 5,233 7,537 - 70 12,840

Total 5,286 11,236 - 194 16,716

Millions of yen

Asset retirement
obligations

Provision for
product warranty

Provision for 
restructuring

Provision -
other Total

Balance as of April 1, 2024 5,110 3,620 3,124 171 12,025

Recognition during the year 33 2,193 - 92 2,318

Interest due to the passage of time 45 - - - 45

Decrease (Utilization) (1) (1,865) (1,467) (12) (3,345)

Decrease (Reversal) - (130) - - (130)

Other (1) (20) - (4) (25)

Balance as of March 31, 2025 5,186 3,798 1,657 247 10,888

Current liabilities 112 1,394 1,657 165 3,328

Non-current liabilities 5,074 2,404 - 82 7,560

Total 5,186 3,798 1,657 247 10,888

18. Provisions

The components and reconciliation of provisions are as follows:

The fiscal year ended March 31, 2026 (From April 1, 2025 to March 31, 2026)

The fiscal year ended March 31, 2025 (From April 1, 2024 to March 31, 2025)
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(1) Asset retirement obligations
Asset retirement obligations are attributable to costs primarily associated with the obligations under the lease 
contracts to restore factory equipment and land. The amounts are recognized based on estimated future expenses, 
which are primarily calculated in accordance with actual historical expenses incurred. The estimates regarding the 
amount and the timing of those payments are based on current business plans and other factors, but the estimates 
may be changed due to future business plans and other factors.

(2) Provision for product warranty
The Group recognizes estimated servicing costs during warranty periods for providing after-sales support, which are 
primarily calculated in accordance with actual historical expenses incurred. The levels of expenditure in the future 
may differ from actual historical expenses incurred.

(3) Provision for restructuring
Provisions for restructuring are recognized when the Group has a detailed formal plan for the restructuring and has 
raised a valid expectation in those affected that it will carry out the restructuring by starting to implement that plan or 
announcing its main features to those affected by it.
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Series of shares
Total number of 

authorized shares 
(Shares)

Number of issued 
shares (Shares)

Share capital in 
millions of yen

Capital surplus 
in millions of yen

As of April 1, 2024

Ordinary shares

2,070,000,000

517,500,000 10,000 851,517

Preferred shares 3,000 － －

Total 517,503,000 10,000 851,517

Additions (reductions)

Ordinary shares

－

21,855,180 15,239 15,148

Preferred shares － － －

Total 21,855,180 15,239 15,148

As of March 31, 2025

Ordinary shares

2,070,000,000

539,355,180 25,239 866,665

Preferred shares 3,000 － －

Total 539,358,180 25,239 866,665

Additions (reductions)

Ordinary shares

－

6,731,110 6,045 9,139

Preferred shares (3,000) － －

Total 6,728,110 6,045 9,139

As of March 31, 2026

Ordinary shares

2,070,000,000

546,086,290 31,284 875,804

Preferred shares － － －

Total 546,086,290 31,284 875,804

19. Share Capital and Other Equity Items

(1) Share capital and capital surplus

Total number of authorized shares, number of issued shares, and balances of share capital, etc. are as follows:

Note 1: Proceeds from issued shares have been fully received. All the shares are non-par value shares.
Note 2: The transaction cost directly attributable to the issuance of new shares is recognized as a deduction from 

equity after considering the tax effect.
Note 3: Shares with right, priority, and restrictions

(i) Ordinary shares
The number of shares in one unit is 100 shares. It is a wholly-voting share and has no restrictions on the 
right.

(ii) Preferred shares
The holders of the preferred shares do not have voting rights and have transfer restrictions. The preferred 
shares are classified as financial liabilities measured at amortized cost under IFRS, because the Company 
has an obligation to redeem these shares by cash on a specific date. The details of the preferred shares 
are described in “14. Borrowings and Other Financial Liabilities.”

Note 4: As a result of the capital increase through a paid-in public offering with a payment date of December 17, 
2024, the total number of issued shares increased by 21,562,500 shares, and share capital and capital 
surplus increased by 14,985 million yen and 14,894 million yen respectively during the year ended March 
31, 2025. The amount of increase in capital surplus is after deduction of 91 million yen in cost related to the 
capital transaction. The Company's stock was listed on the Tokyo Stock Exchange Prime Market on 
December 18, 2024.

Note 5: As a result of the exercise of subscription rights to shares, the total number of issued shares increased by 
6,728,880 shares, and share capital and capital surplus increased by 6,034 million yen respectively during 
the year ended March 31, 2026, and the total number of issued shares increased by 292,680 shares, and 
share capital and capital surplus increased by 254 million yen respectively during the year ended March 31, 
2025.

Note 6: As a result of shares under the continuous service stock-based remuneration plan, the total number of 
issued shares increased by 2,230 shares, and share capital and capital surplus increased by 11 million yen 
respectively

Note 7: As a result of granting units under the continuous service and performance-linked stock-based 
remuneration plans, capital surplus increased by 3,094 million yen during the year ended March 31, 2026.
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Number of shares (Shares) Amount (Millions of yen)
As of April 1, 2024 － －

  Additions (reductions) － －

As of March 31, 2025 － －

  Additions (reductions) (Note) 161 2
As of March 31, 2026 161 2

Note 8: The Company repurchased and canceled non-convertible preferred shares on July 25, 2025. The details of 
the preferred shares are described in “14. Borrowings and Other Financial Liabilities.”

(2) Treasury shares
The number and balance of treasury shares are as follows.

Note: Changes during the year ended March 31, 2026 are due to the repurchase of shares less than one unit.

(3) Details and purposes of capital surplus and retained earnings
(i) Capital surplus

Capital surplus of the Group includes legal capital surplus and other capital surplus, which are recorded in the 
Company’s separate financial statement.
The Companies Act of Japan (hereinafter referred to as the “Companies Act”) provides that at least 50 percent of 
the proceeds from an issuance of shares is required to be recorded as share capital, and the remainder is 
required to be recorded as legal capital surplus. According to the resolution of the General Meeting of 
Shareholders, legal capital surplus can be recorded as share capital.

(ii) Retained earnings
Retained earnings of the Group include legal retained earnings and other retained earnings, which are recorded 
in the Company’s separate financial statement.
The Companies Act provides that 10 percent of dividends of surplus shall be accumulated as legal capital surplus 
or legal retained earnings until the aggregate amount of legal capital surplus and legal retained earnings reaches 
25 percent of the share capital.
Accumulated legal retained earnings can be appropriated as compensation for deficit. In addition, legal retained 
earnings can be reduced based on a resolution of the General Meeting of Shareholders.
Retained earnings available for dividends under the Companies Act are based on the amount recorded in the 
Company’s separate financial statement which are prepared in accordance with generally accepted accounting 
principles in Japan.

(4) Details and purposes of other components of equity
(i) Exchange differences on translation of foreign operations

Exchange differences on translation of foreign operations are those which arose when consolidating the financial 
statements of foreign subsidiaries prepared in foreign currencies.

(ii) Net change in financial assets measured at fair value through other comprehensive income
Net change in financial assets measured at fair value through other comprehensive income is the valuation 
difference between acquisition cost and fair value of financial assets measured at fair value.

(iii) Remeasurements of defined benefit plans
Remeasurements of defined benefit plans comprise as follows:
-  Actuarial gains and losses;
-  The return on plan assets, excluding amounts included in net interest on the net defined benefit liability 

(asset); and
-  Any change in the effect of the asset ceiling, excluding amounts included in net interest on the net defined 

benefit liability (asset).
These are recognized in other comprehensive income and immediately transferred from other components of 
equity to retained earnings in the period when they occur.

(iv) Share acquisition rights
The Company has adopted stock option plans, and share acquisition rights are granted based on the Companies 
Act.
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Millions of yen

Exchange 
differences on 
translation of 

foreign 
operations

Net change in 
financial assets 
measured at fair 

value through other 
comprehensive 

income

Remeasurem
ents of 
defined 

benefit plans

Share 
acquisition 

rights
(Note)

Effective 
portion of 
cash flow 
hedges

Total

As of April 1, 2024 19,422 33,483 － 897 (2,630) 51,172

Additions (reductions) (1,530) (16,979) 1,652 － 2,123 (14,734)

Transfer to retained 
earnings － 462 (1,652) － － (1,190)

Share-based remuneration 
transactions － － － (40) － (40)

As of March 31, 2025 17,892 16,966 － 857 (507) 35,208

Additions (reductions) 6,196 80,309 2,008 － 3,657 92,170

Transfer to retained 
earnings － － (2,008) － － (2,008)

Share-based remuneration 
transactions － － － (482) － (482)

As of March 31, 2026 24,088 97,275 － 375 3,150 124,888

(v) Effective portion of cash flow hedges
The effective portion of gains or losses on hedging instruments is recognized in other comprehensive income, 
while the ineffective portion is recognized immediately in profit or loss. The amounts of hedging instruments that 
are recognized in other comprehensive income are reclassified to profit or loss when the transactions of the 
hedged items affect profit or loss.

Note: The terms of arrangements and the prices, and others are described in “28. Share-based Payment.”

Date of resolution Series of shares Total amount of 
dividends

Dividends per 
share Record date Effective date

May 15, 2025
the Board of 

Directors Meeting

Series 1 (Kou) 
Preferred shares

9,286 Million yen 7,738,453 Yen
March 31, 2025 June 30, 2025

Series 2 (Otsu) 
Preferred shares

14,475 Million yen 8,041,552 Yen

20. Dividends

The fiscal year ended March 31, 2026 (From April 1, 2025 to March 31, 2026)

(1) The amount paid as dividends

Note: Series 1 (Kou) and Series 2 (Otsu) preferred shares are recognized as financial liabilities under IFRS. 
Dividends are recognized as “Finance costs” in the consolidated statement of profit or loss.

(2) Dividends whose record date is during the fiscal year ended March 31, 2026, whereas the effective date is after 
March 31, 2026.

Not applicable
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Date of resolution Series of shares Total amount of 
dividends

Dividends per 
share Record date Effective date

June 10, 2024
the Board of 

Directors Meeting

Series 1 (Kou) 
Preferred shares

5,219 Million yen 4,349,156 Yen
March 31, 2024 June 28, 2024

Series 2 (Otsu) 
Preferred shares

8,348 Million yen 4,637,595 Yen

Date of resolution Series of shares Total amount of 
dividends

Dividends per 
share Record date Effective date

May 15, 2025
the Board of 

Directors Meeting

Series 1 (Kou) 
Preferred shares

9,286 Million yen 7,738,453 Yen
March 31, 2025 June 30, 2025

Series 2 (Otsu) 
Preferred shares

14,475 Million yen 8,041,552 Yen

The fiscal year ended March 31, 2025 (From April 1, 2024 to March 31, 2025)

(1) The amount paid as dividends

Note: Series 1 (Kou) and Series 2 (Otsu) preferred shares are recognized as financial liabilities under IFRS. 
Dividends are recognized as “Finance costs” in the consolidated statement of profit or loss.

(2) Dividends whose record date is during the fiscal year ended March 31, 2025, whereas the effective date is after 
March 31, 2025.

Note: Series 1 (Kou) and Series 2 (Otsu) preferred shares are recognized as financial liabilities under IFRS. 
Dividends are recognized as “Finance costs” in the consolidated statement of profit or loss.

21. Revenue

(1) Disaggregation of revenue from contracts with customers
The Group mainly provides memory and related products used for applications such as SSD & Storage and Smart 
Devices, and recognizes consideration for the products received from customers as revenue. Information on the 
main types of goods and services is described in “6. Segment Information.”

Regarding sales of products, revenue arising from products is recognized when control of the products is 
transferred to a customer. The legal title, physical possession, and the significant risks and rewards of ownership for 
products are transferred to a customer when products are delivered to a customer’s designated location.

The Group may offer rebates depending on certain conditions such as sales volume or sales value. The Group also 
provides price adjustment payments to compensate certain customers for market pricing declines compared to 
initial contractual values. In such cases, the transaction price is determined at the amount of consideration promised 
in a contract with a customer less the estimated amount of adjustments such as rebates. Adjustments, including 
rebates and price adjustments are estimated reasonably, using the most likely amount method based on all the 
available information (historical, current, and forecast) and revenue is recognized only to the extent that it is highly 
probable that a significant reversal of revenue will not occur.

Consideration for a transaction is generally received within a few months after the delivery of the product, which is 
the satisfaction of the performance obligation. Therefore, the transaction price of the Group does not include 
significant financing components.

In terms of product sales, payment for replacement of a functioning product resulting from product defect is 
considered as an assurance-type product warranty and is accounted for as a provision for product warranties. 
Please refer to “18. Provisions” for more details about the provision for product warranties.
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Millions of yen

March 31, 2026 April 1, 2025

Trade and other receivables
(Accounts receivable and electronically 
recorded monetary claims)

630,365 215,835

Contract liabilities － －

Millions of yen

March 31, 2025 April 1, 2024

Accounts receivable and electronically 
recorded monetary claims
(Trade and other receivables)

215,835 128,293

Contract liabilities － 50,731

(2) Contract balances

Contract balances of the Group are as follows:

The fiscal year ended March 31, 2026 (From April 1, 2025 to March 31, 2026)

Note: As of March 31, 2026, a loss allowance of 1,217 million yen is recognized in relation to receivables from 
contracts with customers.

The fiscal year ended March 31, 2025 (From April 1, 2024 to March 31, 2025)

Note1: As of March 31, 2025, a loss allowance of 687 million yen is recognized in relation to receivables from 
contracts with customers.

Note2: All the amount of contract liabilities as of April 1, 2024 was recognized as revenue in the fiscal year ended 
March 31, 2025.

(3) Transaction price allocated to the remaining performance obligations
The transaction price allocated to the remaining performance obligations as of March 31, 2026 is 182,779 million 
yen. These performance obligations relate to manufacturing services and the continuing supply of products, 
regarding the extension of Yokkaichi joint venture agreement. Revenue is expected to be recognized through 2034 
as the obligations are satisfied. These amounts are translated from transaction prices denominated in U.S. dollars 
using the exchange rate at the end of the reporting period. Accordingly, the actual revenue recognized may vary 
depending on future exchange rate fluctuations.

In addition, the Group applies the practical expedient and does not disclose information about remaining 
performance obligations for contracts with an original expected duration of one year or less.

(4) Assets recognized from the costs to obtain or fulfill a contract with a customer
Costs for obtaining a contract are expensed as incurred, as the goods and services of the Group are generally 
transferred to customers within a year.

There is no asset recognized from the costs incurred to fulfill a contract with a customer.
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Millions of yen

From April 1, 2025
to March 31, 2026

From April 1, 2024
to March 31, 2025

Changes in inventories (55,765) (82,092)

Material costs, etc. (Note 1) 671,276 550,544

Depreciation and amortization 297,066 293,303

Research and development cost (Note 2) 89,249 80,497

Other 322,898 294,775

Total 1,324,724 1,137,027

22. Cost of Sales

The components of cost of sales are as follows:

Note 1: Material costs, etc. include direct material costs, indirect material costs, costs of outsourced processing costs and 
power costs.

Note 2: Research and development costs consist mainly of personnel expenses, depreciation and amortization, and costs 
of outsourced processing costs related to research and development.

Millions of yen

From April 1, 2025
to March 31, 2026

From April 1, 2024
to March 31, 2025

Depreciation and amortization 3,828 4,260

Research and development cost (Note) 51,803 52,301

Personnel expenses 47,613 37,357

Other 43,337 33,933

Total 146,581 127,851

23. Selling, General and Administrative Expenses

The components of selling, general and administrative expenses are as follows:

Note: Research and development costs consist mainly of personnel expenses, depreciation and amortization, and 
outsourced processing costs related to research and development.
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Millions of yen

From April 1, 2025
to March 31, 2026

From April 1, 2024
to March 31, 2025

Gain on sales of non-current assets 4,543 8,752

Income from assets for rent 1,190 1,142

Insurance claim income 188 2,695

Other 2,981 2,086

Total 8,902 14,675

Millions of yen

From April 1, 2025
to March 31, 2026

From April 1, 2024
to March 31, 2025

Loss on sales and retirement of non-current assets 3,375 1,869

Expense on assets for rent 976 923

Other 505 1,717

Total 4,856 4,509

24. Other Income and Other Expenses

The components of other income are as follows:

The components of other expenses are as follows:
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Millions of yen

From April 1, 2025
to March 31, 2026

From April 1, 2024
to March 31, 2025

Interest income

Financial assets measured at amortized cost 1,086 629

Dividend income

Financial assets measured at fair value through other 
comprehensive income

Financial assets held at end of year 2,753 2,458

Financial assets measured at fair value through profit or loss 116 114

Gain on valuation of securities

Financial assets measured at fair value through profit or loss 566 －

Foreign exchange gain 4,978 506

  Total 9,499 3,707

Millions of yen

From April 1, 2025
to March 31, 2026

From April 1, 2024
to March 31, 2025

Interest expense

Lease liabilities 5,823 4,720

Financial liabilities measured at amortized cost 65,570 65,861

Other 773 2,331

Loss on valuation of securities

Financial assets measured at fair value through profit or loss － 333

Loss on valuation of derivatives

Financial assets and financial liabilities measured at fair value 
through profit or loss

24,542 12,083

  Total 96,708 85,328

25. Finance Income and Finance costs

The components of finance income are as follows:

The components of finance costs are as follows:
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Millions of yen

Amounts 
arising 

during year
Reclassification 

adjustments
Before tax 

effects Tax Effects Net of tax 
effects

Items that will not be reclassified to profit or loss:

Net change in financial assets measured at fair 
value through other comprehensive income

117,422 － 117,422 (37,113) 80,309

Remeasurements of defined benefit plans 2,931 － 2,931 (923) 2,008

Total of items that will not be reclassified to profit 
or loss

120,353 － 120,353 (38,036) 82,317

Items that may be reclassified to profit or loss:

Exchange differences on translation of foreign 
operations

6,178 － 6,178 － 6,178

Effective portion of cash flow hedges 37,112 (31,679) 5,433 (1,776) 3,657

Share of other comprehensive income of 
investments accounted for using equity method

31 － 31 － 31

Total of items that may be reclassified to profit or 
loss

43,321 (31,679) 11,642 (1,776) 9,866

  Total 163,674 (31,679) 131,995 (39,812) 92,183

Millions of yen

Amounts 
arising 

during year
Reclassification 

adjustments
Before tax 

effects Tax Effects Net of tax 
effects

Items that will not be reclassified to profit or loss:

Net change in financial assets measured at fair 
value through other comprehensive income

(23,618) － (23,618) 6,639 (16,979)

Remeasurements of defined benefit plans 2,417 － 2,417 (765) 1,652

Total of items that will not be reclassified to profit 
or loss

(21,201) － (21,201) 5,874 (15,327)

Items that may be reclassified to profit or loss:

Exchange differences on translation of foreign 
operations

(1,526) － (1,526) － (1,526)

Effective portion of cash flow hedges (4,442) 7,526 3,084 (961) 2,123

Share of other comprehensive income of 
investments accounted for using equity method

(10) － (10) － (10)

Total of items that may be reclassified to profit or 
loss

(5,978) 7,526 1,548 (961) 587

  Total (27,179) 7,526 (19,653) 4,913 (14,740)

26. Other Comprehensive Income

Amounts arising during the year, reclassification adjustments to profit or loss, and tax effects for each component of 
other comprehensive income are as follows:

The fiscal year ended March 31, 2026 (From April 1, 2025 to March 31, 2026)

The fiscal year ended March 31, 2025 (From April 1, 2024 to March 31, 2025)
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From April 1, 2025
to March 31, 2026

From April 1, 2024
to March 31, 2025

Profit attributable to owners of parent in millions of yen 554,490 272,315

Weighted average number of ordinary shares 541,455,417 523,718,990

Increase in the number of ordinary shares

Capital increase by issuing new shares - 21,562,500

Exercise of stock acquisition rights 6,728,880 292,680

Delivery under restricted stock units 2,230 -

Dilutive effect in shares

Stock acquisition rights 7,009,057 4,582,960

Restricted stock units 336,037 -

Performance share units 660,395 -

Number of shares after dilutive effect 549,460,906 528,301,950

Earnings per share:

Basic earnings per share in yen 1,024.07 519.96

Diluted earnings per share in yen 1,009.15 515.45

27. Earnings per Share

The basis for the calculation of basic earnings per share and diluted earnings per share are as follows:

Note:  There were no dilutive potential shares not factored into earnings per share for the fiscal years ended March 
31, 2026 and 2025, respectively.
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Grant date
Number of

shares granted
(Note 1 and 2)

Exercise price
in yen

(Note 2)
Expiration date Vesting

conditions

First series March 31, 2019 6,703,440 1,667 March 11, 2029 (Note 3)

Second series March 31, 2019 6,407,820 1,667 March 11, 2029 (Note 4)

Third series (Note 5) March 31, 2019 621,060 1,667 March 11, 2029 (Note 4)

Fourth series March 31, 2019 163,260 1,667 March 11, 2029 (Note 3)

Fifth series March 31, 2019 90,480 1,667 March 11, 2029 (Note 4)

Seventh series March 31, 2019 289,800 1,667 March 11, 2029 (Note 4)

Eighth series January 28, 2020 879,780 1,667 January 21, 2030 (Note 6)

Ninth series February 22, 2022 579,600 2,600 March 11, 2029 (Note 7)

28. Share-based Payment

The Group has adopted a stock-based remuneration plan as an incentive to directors, officers and employees of the 
Group.

(1) Stock options
(i) Overview of stock options

The company has adopted stock option plans, and stock options are granted to directors, officers and employees 
of the Group. Stock option plans are accounted for as an equity-settled share-based payment plan.
The stock option plans for the fiscal years ended March 31, 2026 and 2025 are as follows:

Note 1: The number of stock options is converted into the number of shares.
Note 2: The company implemented a sixty-for-one share split as of August 27, 2020. The number of shares 

granted and exercise price are converted to the numbers after the share split.
Note 3: The rights of stock option plans are vested in phases, subject to continuation of employment on or after 

March 31, 2021.
Note 4: The rights of stock option plans are vested in phases, subject to continuation of employment on or after 

March 31, 2020.
Note 5: The stock options are issued to the officers for an additional charge. Consideration to be received from 

the officers in exchange for the stock options is based on the grant date fair value of the stock, which 
takes vesting conditions into consideration.

Note 6: The rights of stock option plans are vested in phases, subject to continuation of employment. The rights 
of stock option plans are vested on or after November 1, 2020 for some part of stock options, and the 
rights of stock option plans are vested on or after January 28, 2021 for the other part of stock options.

Note 7: The rights of stock option plans are vested in phases, subject to continuation of employment on or after 
February 22, 2022.

Note 8: Stock options granted to principal management personnel consist of the first, second, and ninth series.

(ii) Determination of the stock option price
There is no stock option granted during the fiscal years ended March 31, 2026 and 2025.
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From April 1, 2025
to March 31, 2026

From April 1, 2024
to March 31, 2025

Number of
shares

Weighted 
average

exercise price
in yen

Number of
shares

Weighted 
average

exercise price
in yen

Unexercised balance at beginning of year 12,141,720 1,711 12,727,320 1,710

Exercised 6,728,880 1,722 292,680 1,667

Forfeited 59,460 1,667 292,920 1,667

Unexercised balance at end of year 5,353,380 1,698 12,141,720 1,711

Exercisable balance at the end of the year 5,353,380 1,698 12,141,720 1,711

Date of grant Category and number of grantees
Number of units Fair value (Yen)

RSU PSU RSU PSU

August 8, 2025
Directors 4
officers of subsidiary 12

821,622 1,844,666 2,364 2,275

(iii) Number of stock options and weighted average exercise prices

Note 1: For the stock options exercised during the period, the weighted average share price as of the exercise 
date is 11,425 yen and 2,732 yen for the fiscal year ended March 31, 2026 and 2025.

Note 2: The weighted average remaining contractual life as of March 31, 2026 and 2025 are 3.0 years and 4.0 
years, respectively.

Note 3: The number of stock options is converted into the number of shares.
Note 4: Includes stock options exercised by principal management personnel.

(2) Continuous service stock-based remuneration plan (RSU) and performance-linked stock-based remuneration plan 
(PSU)

(i) Overview of RSU and PSU
i. RSU

RSU is a form of post-delivery stock-based compensation granted on the condition of continuous service for a 
specific period. These rewards are granted as units (referring to the rights to receive the company's shares and 
cash based on the stock compensation plan; the same shall apply hereinafter) at a certain time following the 
Ordinary General Meeting of Shareholders for the relevant fiscal year. The company's common stock and cash 
will be delivered after the end of the continuous service period, subject to the condition of continuous service for 
three consecutive years. RSU granted to eligible participants are accounted for as equity-settled and cash-
settled share-based payment plan.

ii. PSU
PSU is a performance-linked, deferred delivery share-based payment plan under which the company grants 
units based on the achievement level of performance targets for a certain period. These units are granted at a 
certain time following the Ordinary General Meeting of Shareholders for the relevant fiscal year. Subject to 
continuous service for three consecutive years, the company delivers its common stock and cash in the 
numbers calculated in accordance with the achievement level of performance targets after the expiration of the 
performance evaluation period. PSU granted to eligible participants are accounted for as equity-settled and 
cash-settled share-based payment plan.

(ii) Details for RSU and PSU
The details of RSU and PSU granted for the year ended March 31,2026 are as follows.

Note 1: At the time of rights confirmation, the company will issue common shares (one share per unit) 
corresponding to the confirmed number of units. No payment will be required from the recipients at the 
time of the stock issuance.

Note 2: PSUs will determine the number of units based on the granted number of units, in accordance with a 

- 64 -



From April 1, 2025
to March 31, 2026

From April 1, 2024
to March 31, 2025

RSU PSU RSU PSU

Beginning balance － － － －

Granted 821,622 1,844,666 － －

Forfeited 20,932 － － －

Vested 4,954 － － －

Ending balance 795,736 1,844,666 － －

From April 1, 2025
to March 31, 2026

From April 1, 2024
to March 31, 2025

Equity-settled 2,065 (18)
Cash-settled 2,663 －

Total 4,728 (18)

certain coefficient set according to the growth rate of the company's stock price during the performance 
evaluation period.

Note 3: The fair value of RSUs is calculated based on the closing price of the company's stock on the grant 
date.

Note 4: The fair value of PSUs is calculated based on the closing price of the company’s stock on the grant date, 
taking into account stock price volatility, forecasted dividend, and the risk-free interest rate, and also 
reflects the expected achievement rate of the number of units to be vested.Note that forecasted dividend 
is not factored into the measurement of the fair value.

Note 5: In order to account for the tax funding burden incurred by the eligible recipients, the allocation will be 
distributed in a ratio of 45% shares and 55% cash. The number of units is calculated based on the 
assumption that all benefits would be delivered entirely in shares without any cash distribution.

(iii) Changes of the number of RSU and PSU
Changes of the number of RSU and PSU in the prior fiscal year and the current fiscal year are as follows (1 right 
= 1 share).

(3) Expense arising from share-based payment
Share-based payments recognized during the fiscal years ended March 31, 2026 and 2025 are as follows. Share-
based payments are included in “Selling, general and administrative expenses” in the consolidated statement of 
profit or loss.

Millions of yen

Note: Liability recognized from cash-settled share-based payment plan is 2,663 million yen for the fiscal year 
ended March 31, 2026, and none for the fiscal year ended March 31, 2025. There are no intrinsic values 
of liabilities with vested right as of March 31, 2026 and 2025.
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Millions of yen

As of March 31, 2026 As of March 31, 2025

Interest-bearing debt (Note 1 and 2) 1,022,792 1,098,967

Deduct: Cash and cash equivalents (470,707) (167,932)

Net interest-bearing debt (Note 1 and 2) 552,085 931,035

Equity (Note 3) 1,398,929 737,565

Net debt-to-equity ratio 0.39 times 1.26 times

Ratio of equity attributable to owners of parent 37.9% 25.3%

29. Financial Instruments

(1) Capital management
The Group makes capital expenditures and research and development expenditures, in order to enhance its 
corporate value through global growth. Those expenditures are managed to achieve an optimal balance between 
equity and net interest-bearing debt which is interest-bearing debt excluding cash and cash equivalents. The Group 
monitors the net debt-to-equity ratio and the ratio of equity attributable to owners of the parent as capital 
management indicators.

The net interest-bearing debt, the equity, the net debt-to-equity ratio, and the ratio of equity attributable to owners of 
the parent are as follows:

Note 1: Interest-bearing debt is the sum of bonds and borrowings excluding lease liabilities.
Note 2: The USD-denominated senior notes are converted at the swap rate for those under a swap agreement.
Note 3: Equity is the total equity attributable to owners of parent in consolidated financial statements.

No significant restrictions are imposed on the Group’s equity by outside authorities. Regarding the details of 
financial covenants imposed on equity, please refer to “14. Borrowings and Other Financial Liabilities.”

(2) Credit risk management
Credit risk is the risk of financial loss resulting from the failure of a customer to fulfill its contractual obligation. With 
regard to trade receivables, the Group sets and manages credit limits for counterparties in accordance with its credit 
management policy. The Group’s receivables are from a large number of counterparties, spread across diverse 
industries and geographical areas, and therefore the Group does not have significant concentrated credit risk 
exposure to any single counterparty or any group of counterparties.

The credit risk on derivatives is limited because the counterparties are limited to financial institutions with high credit 
ratings and the counterparties are diversified. The carrying amount of the financial assets after deducting 
impairment losses in the consolidated financial statements is the Group’s maximum exposure to the credit risk of 
the financial assets. With regard to all financial assets, if it is determined that all or a portion of financial assets 
cannot be recovered or it is extremely difficult to recover, they are regarded as defaulted debt and accounted for as 
credit-impaired financial assets.

The Group measures the loss allowance for trade receivables at an amount equal to the lifetime expected credit 
losses. For receivables other than trade receivables, the loss allowance is generally measured at an amount equal 
to 12-month expected credit losses. However, if it is determined that the credit risk has significantly increased, the 
loss allowance is measured at an amount equal to lifetime expected credit losses. Receivables other than trade 
receivables are measured collectively when determining the allowance for losses over a 12-month period. The 
Group determines whether the credit risk has significantly increased based on changes in the default risk, including 
any adverse internal credit risk changes, deterioration in operating results, and past due data.

For trade receivables, the Group categorizes outstanding balances by credit risk characteristics using the simplified 
approach and determines historical credit loss rates for each category. The expected credit losses are determined 
by leveraging historical credit loss rates and forecasts of future economic conditions to determine the provision rate. 
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Millions of yen

Trade and other
receivables

Measured at the 
amount equal to 

12-month 
expected credit 

losses

Measured at the amount equal to
lifetime expected credit losses

Total
Trade

receivables
Financial assets 

that are not 
credit-impaired

Credit-impaired
financial assets

Balance as of April 1, 2025 23,447 215,835 － － 239,282

New additions or recoveries 7,517 389,578 － － 397,095

Changes from currency fluctuations 454 24,952 － － 25,406

Balance as of March 31, 2026 31,418 630,365 － － 661,783

Millions of yen

Loss allowance

Measured at the 
amount equal to 

12-month 
expected credit 

losses

Measured at the amount equal to
lifetime expected credit losses

Total
Trade

receivables
Financial assets 

that are not 
credit-impaired

Credit-impaired
financial assets

Balance as of April 1, 2025 1 687 － － 688

New additions or recoveries 6 456 － － 462

Changes from currency fluctuations － 74 － － 74

Balance as of March 31, 2026 7 1,217 － － 1,224

Millions of yen

Total Current
Amount past due

Within
30 days

31 to
60 days

61 to
90 days

91 days or 
longer

Trade and other receivables 661,783 644,341 17,384 49 3 6

Loss allowance 1,224 1,207 9 1 1 6

Expected credit loss ratio 0.2% 0.2% 0.1% 2.0% 33.3% 100.0%

The credit losses are calculated by multiplying the receivables due by the provision rate. However, when events 
occur that have a detrimental impact on future cash flows, expected credit losses are measured for each trade 
receivable as a credit-impaired financial asset. For receivables other than trade receivables for which credit risk is 
determined not to have significantly increased, expected credit losses are calculated by multiplying historical credit 
loss rates of similar assets by provision rates in consideration with forecasts of future economic conditions. 
Regarding assets for which credit risk is determined to have increased and credit-impaired financial assets, 
expected credit losses are calculated as the difference between the carrying amount and the present value of 
estimated future cash flows discounted at the asset's original effective interest rate. For trade receivables that do 
not have reasonable expectation of recovering all or a portion of the trade receivables, the Group writes them off by 
reducing the carrying amounts after an internal review and approval process.

The fiscal year ended March 31, 2026 (From April 1, 2025 to March 31, 2026)

The changes in carrying amounts of trade and other receivables, and corresponding loss allowance are as follows:

The analysis by past due status for carrying amounts of trade and other receivables, and corresponding loss 
allowance is as follows:
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Millions of yen

Trade and other
receivables

Measured at the 
amount equal to 

12-month 
expected credit 

losses

Measured at the amount equal to
lifetime expected credit losses

Total
Trade

receivables
Financial assets 

that are not 
credit-impaired

Credit-impaired
financial assets

Balance as of April 1, 2024 22,135 128,293 － － 150,428

New additions or recoveries 1,469 91,239 － － 92,708

Changes from currency fluctuations (157) (3,697) － － (3,854)

Balance as of March 31, 2025 23,447 215,835 － － 239,282

Millions of yen

Loss allowance

Measured at the 
amount equal to 

12-month 
expected credit 

losses

Measured at the amount equal to
lifetime expected credit losses

Total
Trade

receivables
Financial assets 

that are not 
credit-impaired

Credit-impaired
financial assets

Balance as of April 1, 2024 － 613 － － 613

New additions or recoveries 1 85 － － 86

Changes from currency fluctuations － (11) － － (11)

Balance as of March 31, 2025 1 687 － － 688

Millions of yen

Total Current
Amount past due

Within
30 days

31 to
60 days

61 to
90 days

91 days or 
longer

Trade and other receivables 239,282 233,754 4,878 649 － 1

Loss allowance 688 687 － － － 1

Expected credit loss ratio 0.3% 0.3% － － － 100.0%

The fiscal year ended March 31, 2025 (From April 1, 2024 to March 31, 2025)

The changes in carrying amounts of trade and other receivables, and corresponding loss allowance are as follows:

The analysis by past due status for carrying amounts of trade and other receivables, and corresponding loss 
allowance is as follows:
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Millions of yen

Carrying
amount

Contractual
cash flows

Within
1 year

Over 1 to
2 years

Over 2 to
3 years

Over 3 to
4 years

Over 4 to
5 years

Over 5
years

Non-derivative financial 
liabilities:

Trade and other 
liabilities 594,917 594,917 594,917 － － － － －

Current portion of 
long-term borrowings 175,452 194,828 194,828 － － － － －

Long-term 
borrowings 524,642 609,274 2,715 173,924 122,072 192,564 19,722 98,277

Bonds 347,474 488,583 22,643 22,643 22,643 22,643 193,015 204,996

Derivative financial 
assets (Note):

Currency swaps (37,325)

Cash inflows (488,583) (22,643) (22,643) (22,643) (22,643) (193,015) (204,996)

Cash outflows 393,640 11,363 11,363 11,363 11,363 171,007 177,181

Derivative financial 
liabilities:

Forward exchange 
contracts 25,988

Cash inflows (1,191,022) (1,191,022) － － － － －

Cash outflows 1,217,010 1,217,010 － － － － －

Lease liabilities:

Short-term lease 
liabilities 43,911 48,861 48,861 － － － － －

Long-term lease 
liabilities 161,710 184,647 － 31,817 28,224 23,627 21,741 79,239

  Total 1,836,769 2,052,155 878,672 217,104 161,659 227,554 212,470 354,697

(3) Liquidity risk management
Liquidity risk is the risk that the Group will be unable to meet its repayment obligations on the due dates of its 
financial liabilities.

The Group manages liquidity risk by diversifying financing sources, securing appropriate funds for repayments, 
securing credit facilities from financial institutions that can be utilized at any time, and monitoring forecasted and 
actual cash flows on an ongoing basis.

The balance of financial liabilities (including derivative financial instruments) classified by maturity are as follows:

As of March 31, 2026

Note: These are currency swaps in a derivative asset position held to hedge the foreign exchange risk associated 
with the USD-denominated senior notes.
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Millions of yen

Carrying
amount

Contractual
cash flows

Within
1 year

Over 1 to
2 years

Over 2 to
3 years

Over 3 to
4 years

Over 4 to
5 years

Over 5
years

Non-derivative financial 
liabilities:

Trade and other 
liabilities 504,011 504,011 504,011 － － － － －

Current portion of 
long-term borrowings 246,508 267,876 267,876 － － － － －

Long-term 
borrowings 531,198 611,561 2,708 237,630 230,994 24,082 15,203 100,944

Preferred shares 321,261 399,267 20,899 23,257 355,111 － － －

Derivative financial 
liabilities:

Forward exchange 
contracts 3,582

Cash inflows (322,550) (322,550) － － － － －

Cash outflows 326,132 326,132 － － － － －

Lease liabilities:

Short-term lease 
liabilities 42,521 47,606 47,606 － － － － －

Long-term lease 
liabilities 179,294 204,633 － 32,952 30,135 26,599 21,987 92,960

  Total 1,828,375 2,038,536 846,682 293,839 616,240 50,681 37,190 193,904

Millions of yen

From April 1, 2025
to March 31, 2026

From April 1, 2024
to March 31, 2025

Profit (loss) (2) 5

As of March 31, 2025

Note: As described in “14. Borrowings and Other Financial Liabilities,” for Series 1 (Kou) and 2 (Otsu) preferred 
shares, it is decided every fiscal year whether the dividends are paid in cash or the amount of unpaid 
dividends is added to the base price. The amounts on the above table are calculated on the assumption that 
the amount of unpaid dividends whose record date is during the fiscal year ended March 31, 2026 is not 
added to the base price for both Series 1(Kou) and 2(Otsu) preferred shares.

(4) Foreign currency risk management
The Group’s exposure to foreign currency risk relates primarily to assets and liabilities denominated in foreign 
currencies, especially the US dollar, associated with international business. The Group enters into derivatives such 
as forward exchange contracts and currency swaps, which are designed to mitigate its exposure to foreign currency 
exchange rate risk of assets and liabilities.

Foreign currency sensitivity analysis

The effect of 1 percent appreciation in yen against US dollar for financial instruments held as of the end of the 
reporting period on profit in the consolidated statement of profit or loss is as follows. The analysis does not include 
the effects of translating the assets and liabilities of foreign operations into yen. In addition, the analysis assumes 
that other variables (e.g., balance and interest rates) are held constant.
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Millions of yen

From April 1, 2025
to March 31, 2026

From April 1, 2024
to March 31, 2025

Profit (loss) (1,532) (4,148)

Millions of yen

From April 1, 2025
to March 31, 2026

From April 1, 2024
to March 31, 2025

Other comprehensive income (pre-tax) (16,597) (5,375)

Millions of yen
As of March 31, 2026 As of March 31, 2025

Carrying amount Fair value Carrying amount Fair value

Bonds and borrowings (non-current):

　Bonds (Note 1) 347,474 359,175 － －

Other financial liabilities (non-current):

　Preferred shares (Note 2) － － 321,261 317,960

Total 347,474 359,175 321,261 317,960

(5) Interest rate risk management
The Group is exposed to various interest rate risks, particularly, the risk that interest rate fluctuations could have a 
significant impact on the Group’s borrowing costs.

Interest rate sensitivity analysis

The effect of 1 percent increase in interest rates as of the end of the reporting period on profit in the consolidated 
statement of profit or loss is as follows. The analysis assumes that other variables (e.g., balance and foreign 
exchange rates) are held constant.

(6) Market risk management
The Group is exposed to the risk of stock price fluctuations arising from equity instruments (shares). The Group 
periodically reviews the fair values and the financial condition of the issuers, and reviews the holdings of the shares 
as necessary, considering the relationship with related business counterparties.

The effect of 10 percent decrease in the market price of listed shares held by the Group as of the end of the 
reporting period on other comprehensive income (pre-tax) is as follows. The analysis assumes that other factors are 
held constant.

(7) Fair Value of financial instruments
The carrying amount and the fair value of financial instruments are as follows. If the carrying amount of the 
instruments represents a reasonable approximation of its fair value, disclosure is omitted.

Note 1: The fair value hierarchy of bonds is Level 2.
Note 2: The fair value hierarchy of preferred shares is Level 3.

The fair value of financial instruments is calculated as described below:

(Cash and cash equivalents, trade and other receivables, trade and other payables)
The fair value is determined at the carrying amount which approximates their fair value, as they are settled in a 
short period of time.

(Other financial assets, other financial liabilities)
The fair value of listed shares is the market price at the end of the period.

- 71 -



The fair value of unlisted shares is calculated based on an appropriate valuation technique such as comparable 
company analysis.

The fair value of debt instruments is calculated based on the net assets method.

The fair value of accrued interest is determined at the carrying amount which approximates its fair value, as it is 
settled in a short period of time.

The fair value of derivatives is calculated based on observable market data, such as the price offered by a 
financial institution, at the end of the period.

The fair value of preferred shares is calculated based on the present value of estimated future cash flows.

(Bonds and Borrowings)
The fair value of short-term borrowings is determined at the carrying amount which approximates its fair value, 
as it is settled in a short period of time.

The fair value of long-term borrowings is determined at the carrying amount which approximates its fair value, 
as long-term borrowings mainly have variable interest rates that regularly reflect market rates and considering 
the remaining term of the debt and the credit standing of the Group.

The fair value of bonds is calculated by referring to publicly available market prices.

The fair value measurements of financial instruments are categorized into Levels 1, 2 or 3 according to the market 
observability of the inputs used in the fair value measurement. Transfers between levels of the fair value hierarchy 
are recognized on the date of the event or change in the circumstances that caused the transfer.

Level 1: Fair value is measured at the quoted prices in active markets for identical assets or liabilities.
Level 2: Fair value is calculated based on directly or indirectly observable market data, other than Level 1 prices.
Level 3: Fair value is calculated based on a valuation technique that includes an unobservable input.

Level categories based on the fair value hierarchy of financial assets and financial liabilities measured at fair value 
on a recurring basis in the consolidated statement of financial position are as follows:
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Millions of yen

Level 1 Level 2 Level 3 Total

Assets:

Financial assets measured at fair value through profit or loss

Derivative assets

Foreign exchange forward contracts － 7,025 － 7,025

Currency swaps － 37,325 － 37,325

Debt instruments － － 1,706 1,706

Financial assets measured at fair value through other 
comprehensive income

Equity instruments 165,972 － 8,992 174,964

 Total 165,972 44,350 10,698 221,020

Liabilities:

Financial liabilities measured at fair value through profit or 
loss

Derivative liabilities

Foreign exchange forward contracts － 25,988 － 25,988

 Total － 25,988 － 25,988

Millions of yen

Level 1 Level 2 Level 3 Total

Assets:

Financial assets measured at fair value through profit or loss

Derivative assets

Foreign exchange forward contracts － 3,848 － 3,848

Debt instruments － － 1,000 1,000

Financial assets measured at fair value through other 
comprehensive income

Equity instruments 53,747 － 3,256 57,003

 Total 53,747 3,848 4,256 61,851

Liabilities:

Financial liabilities measured at fair value through profit or 
loss

Derivative liabilities

Foreign exchange forward contracts － 3,582 － 3,582

 Total － 3,582 － 3,582

As of March 31, 2026

Note: There was no significant transfer between Level 1, 2 and 3 of the fair value hierarchy for the fiscal year ended 
March 31, 2026.

As of March 31, 2025

Note: There was no significant transfer between Level 1, 2 and 3 of the fair value hierarchy for the fiscal year ended 
March 31, 2025.
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Millions of yen

From April 1, 2025
to March 31, 2026

From April 1, 2024
to March 31, 2025

Opening balance 4,256 5,402

Gains and losses

Profit or loss (Note 1) 566 (333)

Other comprehensive income (Note 2) 5,224 (805)

Purchases 510 －

Other 142 (8)

Closing balance 10,698 4,256

Profit or loss which is attributable to the change in 
unrealized gains or losses relating to financial assets held at 
the end of the reporting period (Note 1)

566 (333)

Millions of yen

Name Amount

PHISON ELECTRONICS CORP. 148,368

Powertech Technology Inc. 7,418

Other 19,178

Total 174,964

The reconciliation of financial instruments categorized in Level 3 from the opening balance to the closing balance is 
as follows:

Note 1: Profit or loss is recorded in “Finance income” and “Finance costs” in the Consolidated Statement of Profit or 
Loss for financial assets measured at fair value through profit or loss.

Note 2: Gains and losses included in other comprehensive income are recorded in “Net change in financial assets 
measured at fair value through other comprehensive income” in the consolidated statement of 
comprehensive income.

Assets categorized in Level 3 are evaluated and the valuation results are analyzed by the appropriate person in 
charge according to an internal regulation. The appropriateness of the valuation results is ensured through an 
appropriate approval process.

Assets categorized in Level 3 consist of equity instruments and debt instruments. Significant unobservable inputs 
for equity instruments primarily include illiquidity discounts of 20%. Fair value decreases (increases) due to an 
increase (decrease) in the illiquidity discount. Changing unobservable inputs to reflect reasonably possible 
alternative assumptions would not materially affect fair value. The debt instruments are mainly investments in funds 
and the fair value is calculated based on net assets method as a valuation technique.

(8) Other financial assets measured at fair value through other comprehensive income
Shares held by the Group in order to maintain and strengthen the business relationship with investees are 
designated as financial assets measured at fair value through other comprehensive income. The fair value of each 
major share is as follows:

As of March 31, 2026
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Millions of yen

Name Amount

PHISON ELECTRONICS CORP. 47,023

Powertech Technology Inc. 4,374

Other 5,606

Total 57,003

Millions of yen

From April 1, 2025
to March 31, 2026

From April 1, 2024
to March 31, 2025

Financial assets derecognized during the year － －

Financial assets held at end of year 2,753 2,458

Millions of yen

Contract 
amount, etc.

Principal 
amount

(Million USD)
Average rate 
(Yen / Dollar)

Carrying amount of hedging instruments 
(fair value)

Assets Liabilities

Cash flow hedges

Forward foreign 
exchange contracts 
(Selling)

540,751 3,425 156.05 － 7,752

Forward foreign 
exchange contracts 
(Buying)

93,802 593 158.61 57 156

Currency swaps 326,656 2,200 148.48 37,325 －

As of March 31, 2025

The component of dividend income recognized from equity instruments are as follows:

(9) Derivative transactions and hedging activities
The Group utilizes derivatives such as forward exchange contracts and currency swaps in order to manage its 
exposure to foreign currency exchange rate risk. Gains or losses on derivatives not designated as hedging 
instruments are recognized in profit or loss. Derivatives that are designated as hedging instruments are accounted 
for as cash flow hedge. The Group formally documents the risk management strategies and objectives, the nature 
of risk to be hedged, and the hedge effectiveness when executing hedging transactions.

Under cash flow hedge, the effective portion of gains or losses on hedging instruments is recognized in other 
comprehensive income, while the ineffective portion is recognized immediately in profit or loss. The amounts of 
hedging instruments recognized in other comprehensive income are reclassified to profit or loss when the 
transactions of the hedged items affect profit or loss.

The impact of hedging instruments that are designated as hedges on the consolidated statement of financial 
position is as follows. Derivative assets and liabilities are included in “Other financial assets” and “Other financial 
liabilities” respectively, in the consolidated statement of financial position.

As of March 31, 2026

Note: The period for which the Company hedges changes in cash flows due to risks of fluctuation in foreign 
exchange rates is within 1 year for Forward foreign exchange contracts and over 1 year for Currency swaps.
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Millions of yen

Contract 
amount, etc.

Principal 
amount

(Million USD)

Average rate 
(Yen / Dollar)

Carrying amount of hedging instruments 
(fair value)

Assets Liabilities

Cash flow hedges

Forward foreign 
exchange contracts 
(Selling)

159,477 1,081 147.28 14 551

Forward foreign 
exchange contracts 
(Buying)

45,511 284 147.31 1 199

Millions of yen

Cash flow hedge reserve
for ongoing hedges

Cash flow hedge reserve
for the cancellation of

hedge accounting

Cash flow hedges

Planned transactions (7,851) －

Currency swaps 12,549 －

Millions of yen

Cash flow hedge reserve
for ongoing hedges

Cash flow hedge reserve
for the cancellation of

hedge accounting

Cash flow hedges

Planned transactions (735) -

As of March 31, 2025

Note: The period for which the Company hedges changes in cash flows due to risks of fluctuation in foreign 
exchange rates is within 1 year for Forward foreign exchange contracts.

The amount of the impact of hedging instruments that are designated as hedges on the consolidated statement of 
financial position is as follows.
The amount reclassified from cash flow hedge reserves to net profit or loss as a reclassification adjustment is 
recorded in the consolidated statement of profit or loss under finance income (costs).

As of March 31, 2026

Note: The ineffective portion recognized in profit or loss is not significant, and thus a description of changes in fair 
value is omitted which were used as a basis to recognize the ineffective portion.

As of March 31, 2025

Note: The ineffective portion recognized in profit or loss is not significant, and thus a description of changes in fair 
value is omitted which were used as a basis to recognize the ineffective portion.

(10) Transfer of Financial Assets
The Group transfers a part of trade receivables to a third party in order to diversify financing sources and to ensure 
stable financing. The third party has recourse against our group upon the debtors’ default. The Group bears credit 
risk on transferred receivables in their entirety, and the receivables do not qualify for derecognition. Therefore, the 
Group continues to recognize the transferred receivables and has recognized financial liabilities for the 
consideration received.

The carrying amounts of transferred receivables that do not qualify for derecognition and the related liabilities as of 
March 31, 2026 and 2025 are none, respectively.
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Name
Location of

incorporation
and operation

Principal activity

Ratio of voting rights
(%) (Note 1)

As of
March

31, 2026

As of
March

31, 2025

Kioxia Corporation
Minato-ku, 
Tokyo

Research, development, design, production 
and marketing of Memory and SSD products

100.0 100.0

Kioxia Iwate Corporation Kitakami, Iwate Production of Memory products
100.0
[100.0]

100.0
[100.0]

Kioxia Engineering Corporation
Naka-ku, 
Nagoya, Aichi

Development, design, production of Memory 
products, and entrusted engineering work of 
CIM developments

100.0
[100.0]

100.0
[100.0]

Kioxia Energy Management 
Corporation

Yokkaichi, Mie Energy management business
100.0

[100.0]
100.0

[100.0]

Kioxia Systems Co., Ltd.
Sakae-ku, 
Yokohama, 
Kanagawa

Design and development of Memory 
products, and customer support

100.0
[100.0]

100.0
[100.0]

Kioxia Etoile Corporation Yokkaichi, Mie
Cleaning and health keeping services for 
development center

100.0
[100.0]

100.0
[100.0]

Kioxia America, Inc.
California,
U.S.

Marketing of Memory and SSD products
100.0

[100.0]
100.0
[100.0]

Kioxia Europe GmbH
Land Nordrhein-
Westfalen, 
Germany

Marketing of Memory and SSD products
100.0

[100.0]
100.0
[100.0]

Kioxia Technology UK Ltd.
Oxfordshire,
England

Product development of SSD products
100.0

[100.0]
100.0
[100.0]

Kioxia Israel Ltd. Tel Aviv, Israel Software development of SSD products
100.0

[100.0]
100.0
[100.0]

Kioxia (China) Co., Ltd. Shanghai, China Marketing of Memory and SSD products
100.0

[100.0]
100.0
[100.0]

Kioxia Korea Corporation Seoul, Korea Marketing of Memory and SSD products
100.0

[100.0]
100.0
[100.0]

Kioxia Singapore Pte. Ltd. Singapore Marketing of Memory and SSD products
100.0

[100.0]
100.0
[100.0]

Kioxia Taiwan Corporation Taipei, Taiwan Marketing of Memory and SSD products
100.0

[100.0]
100.0
[100.0]

Kioxia Semiconductor Taiwan 
Corporation

Taipei, Taiwan
Production management of subcontracted 
production in the post-process of Memory

100.0
[100.0]

100.0
[100.0]

Solid State Storage Technology 
Corporation

Taipei, Taiwan
Production, research, development and 
marketing of SSD products

100.0
[100.0]

100.0
[100.0]

Others - 6 companies

30. Significant Subsidiaries

Significant subsidiaries of the Group are as follows:

Note 1: The figures in brackets represent the indirect ownership of voting rights.
Note 2: Kioxia Asia Ltd. terminated its business operations as of the end of July 2025 and is currently preparing for 

liquidation. Concurrently, due to a decrease in its materiality, the Group has been reclassified into other 
subsidiaries in the fiscal year ended March 31, 2026.
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Name
Location of

incorporation
and operation

Principal activity

Ratio of voting rights (%)
(Note 1)

As of March
31, 2026

As of March
31, 2025

(Joint operations)
Flash Partners Ltd. (Note 2)

Yokkaichi, 
Mie

Production and distribution of Memory to 
the Group

50.1
[50.1]

50.1
[50.1]

(Joint operations)
Flash Alliance Ltd. (Note 2)

Yokkaichi, 
Mie

Production and distribution of Memory to 
the Group

50.1
[50.1]

50.1
[50.1]

(Joint operations)
Flash Forward LLC (Note 2)

Yokkaichi, 
Mie

Production and distribution of Memory to 
the Group

50.1
[50.1]

50.1
[50.1]

(Associates)
D.T. Fine Electronics Co., Ltd.

Saiwai-ku, 
Kawasaki, 
Kanagawa

Production and distribution of photomask for 
semiconductor products

35.0
[35.0]

35.0
[35.0]

Others - 2 companies

31. Joint Agreements and Significant Associates

Joint agreements and significant associates are as follows:

Note 1: The figures in brackets represent the indirect ownership of voting rights.
Note 2: Kioxia Corporation established joint ventures with Sandisk Corporation for the purpose of strengthening NAND 

flash memory production in the semiconductor business. The Group and Sandisk Corporation and its 
subsidiaries (Sandisk Group) have equal decision-making rights. The Group accounts for these entities as 
joint operations.

Millions of yen
From April 1, 2025
to March 31, 2026

From April 1, 2024
to March 31, 2025

Compensation and bonus 1,224 441

Share-based payments 4,129 -

Total 5,353 441

32. Related Parties

(1) Transactions with the Group’s related parties
Significant transactions between the Group and its related parties are as follows:

The fiscal year ended March 31, 2026 (From April 1, 2025 to March 31, 2026)

Not applicable.

The fiscal year ended March 31, 2025 (From April 1, 2024 to March 31, 2025)

Not applicable.

(2) Compensation for principal management personnel

Note: Compensation for principal management equals the compensation for the Board of Directors and corporate 
auditors of the Company. Regarding the exercise price and other terms of share-based payment, please refer 
to “28. Share-based Payment”
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33. Contingent Liabilities

The Group is involved in several pending lawsuits.

Based on the currently available information, the Company does not believe that the results of these lawsuits will have 
a significant adverse impact on the financial position and results of operation of the Group.

34. Subsequent Events

　　(1) Acquisition of equity in Nanya Technology Corporation
　　　On April 8, 2026, Kioxia Corporation acquired the common stocks of Nanya Technology Corporation. The total
　　consideration for the acquisition is 15,673 million TWD (78,208 million yen).

　　(2) Accelerated repayment of term loans and Termination of the Senior Facility Agreement
　　　On April 27, 2026, the Company repaid 127,500 million yen of term loans under the following agreements, in
　　advance of their original maturity.
　　　On May 25, 2026, the Company repaid the remaining term loans and terminated the agreements.
　　　The impact from the repayment and termination on the consolidated statements of profit or loss was not material.
　　　For details of the agreements, please refer to “14. Borrowings and Other Financial Liabilities.”

Millions of yen

As of March 31, 2026 As of March 31, 2025

260,759 140,489

35. Commitments

The amounts of contractual obligation for the purchase of property, plant and equipment, and intangible assets are as 
follows:
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Millions of yen

Short-term
borrowings

Long-term 
borrowings 

(Note 1)
Bonds Lease 

liabilities

Other 
financial 
liabilities 

(preferred 
shares)

Derivatives
(Note 2) Total

As of April 1, 2025 － 777,706 － 221,815 321,261 － 1,320,782

Cash flows from 
financing activities

－ (80,792) 326,656 (30,528) (322,996) － (107,660)

Cash flows from 
operating activities

－ (9,621) (4,314) － (5,798) － (19,733)

Non-cash change

New leases － － － 14,498 － － 14,498

Interest 
expenses

－ 12,801 356 － 7,533 － 20,690

Foreign 
exchange gains 
(losses)

－ － 24,776 188 － (24,776) 188

Changes in fair 
value

－ － － － － (12,549) (12,549)

Other － － － (352) － － (352)

As of March 31, 
2026

－ 700,094 347,474 205,621 － (37,325) 1,215,864

36. Reconciliation of Liabilities Arising from Financing Activities

The details of changes in liabilities (containing both cash and non-cash changes) arising from financing activities are 
as follows:

The fiscal year ended March 31, 2026 (From April 1, 2025 to March 31, 2026)
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Millions of yen

Short-term
borrowings

Long-term 
borrowings 

(Note 1)
Bonds Lease 

liabilities

Other 
financial 
liabilities 

(preferred 
shares)

Derivatives
(Note 2) Total

As of April 1, 2024 126,180 985,132 － 182,896 322,741 － 1,616,949

Cash flows from 
financing activities

(126,400) (197,859) － (28,787) － － (353,046)

Cash flows from 
operating activities

－ (16,771) － － (969) － (17,740)

Non-cash change

New leases － － － 67,768 － － 67,768

Interest 
expenses

86 7,204 － － 509 － 7,799

Foreign 
exchange gains 
(losses)

134 － － (62) － － 72

Changes in fair 
value

－ － － － － － －

Other － － － － (1,020) － (1,020)

As of March 31, 
2025

－ 777,706 － 221,815 321,261 － 1,320,782

The fiscal year ended March 31, 2025 (From April 1, 2024 to March 31, 2025)

Note 1: Current portion of Long-term borrowings are included in Long-term borrowings.
Note 2: To reduce the foreign exchange risk related to the USD-denominated senior notes, the Company uses 

currency swaps. The currency swap is designated as a hedge. For details on hedge accounting, please 
refer to “29. Financial Instruments”.

- 81 -



(Cumulative)
Fiscal year ended 
March 31, 2026

Nine months ended 
December 31, 2025

Six months ended 
September 30, 2025

Three months ended
June 30, 2025

Revenue
(Millions of yen)

2,337,628 1,334,776 791,145 342,799

Profit before tax 
(Millions of yen)

784,095 205,750 84,010 27,294

Profit attributable to 
owners of parent 
(Millions of yen)

554,490 146,756 58,946 18,284

Basic earnings per 
share (yen)

1,024.07 271.67 109.26 33.90

Diluted earnings per 
share (yen)

1,009.15 267.94 108.40 33.75

(Accounting period)
Three months ended 

March 31, 2026
Three months ended 
December 31, 2025

Three months ended 
September 30, 2025

Three months ended
June 30, 2025

Basic earnings per 
share (yen)

747.72 162.13 75.36 33.90

Diluted earnings per 
share (yen)

738.62 159.60 74.58 33.75

Other Information

Quarterly information for the fiscal year ended March 31, 2026

Note: The Group prepares quarterly financial information for the first and third quarters in accordance with the rules 
stipulated by the financial instruments exchange, and the financial information was reviewed during the periods.
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II. Management’s Discussion and Analysis of Financial Position, Operating Results, and Cash Flows
Analysis of the financial position, operating results, and cash flows (“operating results, etc.”) of the Group and 
management’s discussion and analysis of operating results, etc. are as follows.
The forward-looking statements herein are based on judgments as of the date of submission of this document.

1. Overview of Operating Results, Etc.
    An overview of the operating results of the Group and interests in associates and joint arrangements is as follows.
    As the Group operates as a single reportable segment, the Memory business, it does not provide segment 
information. However, the Group provides revenue by the application of each product, in accordance with its purpose 
of use. “SSD & Storage” primarily includes solid-state drives (SSDs) and memory products for PCs, data centers, 
and enterprises. “Smart Devices” include embedded memory products with control functions, which are used in 
consumer devices such as smartphones, tablets, and televisions, as well as in automotive and industrial devices. 
“Other” includes retail products such as SD memory cards and USB flash drives, as well as sales to the Sandisk 
group recorded through its three manufacturing joint ventures.
    As a characteristic of the semiconductor and memory industry of which the Group is a part is volatility in the 
business environment within short time spans, the Group does not provide plans or progress reports for the overall 
fiscal year.
    The Group discloses consolidated operating results in the form of measures based on International Financial 
Reporting Standards (IFRS), as well as internal measures used by management when making decisions (“non-
GAAP measures”).
    Non-GAAP measures exclude non-recurring items and other specific items from IFRS-based figures to more 
easily evaluate the Group’s fundamental profitability.
    Management believes that disclosing non-GAAP measures makes it easier for stakeholders to compare the 
Group’s performance with that of other companies in the same industry and against previous fiscal years. In doing so 
the Group intends to provide useful information for understanding its regular operating results and business outlooks. 
Non-GAAP measures are used internally by management and are not accounting items based on IFRS, and have 
not been audited or reviewed by auditors. Therefore, such non-GAAP measures may not accurately reflect the 
Group’s financial condition or operating results. “Non-recurring items” are temporary gains and losses that the Group 
deems should be excluded for non-GAAP measures, including the impact of purchase price allocation (PPA) arising 
from mergers and acquisitions, and the impact of significant changes to tax policies. “Other specific items” are gains 
and losses that the Group deems difficult to compare with other companies due to factors such as different 
accounting standards, including costs for the fiscal year recorded under the Group’s continuous service and 
performance-linked stock-based remuneration plans.

    In regards to the global economy for fiscal year ended March 31, 2026, in developed countries, while there was 
some slowdown in the labor market and the price of goods affected consumer spending, capital investments 
resulting from high demand for AI remained strong. In developing countries, while exports increased overall, 
investment fell as the real estate market continued to struggle, consumer spending dragged, and overall trends 
continued to be weak. High geopolitical risks, particularly in the Middle East and Ukraine, contribute to an uncertain 
outlook for the global economy. During the fiscal year, the yen appreciated against the US dollar compared to the 
previous fiscal year.
    In the flash memory industry, customer inventory adjustments from the end of the previous fiscal year have 
normalized and demand from smartphone and PC customers has recovered. Demand for AI servers at data center 
and enterprise customers increased, and the overall market is continuing to grow.
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(JPY in billions unless indicated otherwise)

Fiscal year ended
March 31, 2025

Fiscal year ended
March 31, 2026

Year on year
change

Revenue 1,706.5 2,337.6 +631.2

SSD & Storage 991.1 1,362.6 +371.5

Smart Devices 501.1 760.0 +258.8

Other 214.2 215.0 +0.8

Non-GAAP operating profit 453.0 876.2 +423.2

PPA impact (loss) (1.3) (1.1) +0.2

Stock-based remuneration costs 
(loss)

- (4.7) -4.7

Operating profit 451.7 870.4 +418.6

Profit before tax 370.7 784.1 +413.4

Profit 272.3 554.5 +282.2

Non-GAAP profit attributable to 
owners of parent

266.0 559.6 +293.6

Profit attributable to owners of parent 272.3 554.5 +282.2

Non-GAAP basic earnings per share 
in yen

507.89 1,033.58 +525.69

Basic earnings per share in yen 519.96 1,024.07 +504.11

Average USD to yen exchange rate 153 yen 150 yen -3 yen

(1) Operating Results

Note: Figures in this table are rounded to the nearest billion yen from the figures in “I. Consolidated Financial Statements 
and Related Notes”, excluding non-GAAP figures, PPA impact, and stock-based remuneration.

    Revenue for the fiscal year ended March 31, 2026 was 2,337.6 billion yen, an increase of 631.2 billion yen from 
the previous fiscal year. This was primarily due to a significant increase in ASPs following strong demand from 
generative AI-centered data center customers, as well as an increase in bit shipment.
    Operating profit was 870.4 billion yen, an increase of 418.6 billion yen from the previous fiscal year, primarily due 
to the aforementioned increase in revenue.
    Profit before tax was 784.1 billion yen, an increase of 413.4 billion yen from the previous fiscal year.
    Profit attributable to owners of parent was 554.5 billion yen, an increase of 282.2 billion yen from the previous 
fiscal year.
    Non-GAAP operating profit (excludes PPA impact of 1.1 billion yen and stock-based remuneration costs of 4.7 
billion yen) was 876.2 billion yen, an increase of 423.2 billion yen from previous fiscal year. Non-GAAP profit 
attributable to owners of parent was 559.6 billion yen, an increase of 293.6 billion yen from the previous fiscal year.

- 84 -



Customer
Fiscal year ended
March 31, 2025

Fiscal year ended
March 31, 2026

Billion yen Ratio (%) Billion yen Ratio (%)

Apple group 300.5 17.6 476.0 20.4

Sandisk group 198.6 11.6 - -

Dell group 171.2 10.0 - -

(JPY in billions unless indicated otherwise)

As of March 31, 2025 As of March 31, 2026 Change from the end of
the previous fiscal year

Total assets 2,919.7 3,690.1 +770.4

Total liabilities 2,182.0 2,291.0 +109.0

Total equity 737.7 1,399.1 +661.4

Equity attributable to owners of parent 737.6 1,398.9 +661.4

Ratio of equity attributable to owners 
of parent

25.3% 37.9% +12.6 percentage points

(2) Production, orders, and sales results
　The Group manufactures and sells memory products and related products. Because the performance, 
structure, form, etc. differ even for the same type of product, and because the Group does not manufacture 
products for specific orders, the Company does not disclose the production scale or order scale for each item in 
terms of monetary amount or quantity. As a result, the status of production, orders, and sales is included in “(1) 
Operating Results” above.
　The sales results by major customers for the last two consolidated fiscal years and the ratio of these sales 
results to total sales results are as follows.

Note: Figures for Sandisk group and Dell group for the fiscal year ended March 31, 2026 are omitted as their respective 
ratios of sales to overall sales were less than 10%.

2. Financial Position and Cash Flows
(1) Financial Position

Note: Figures in this table are rounded to the nearest billion yen from the figures in “I. Consolidated Financial Statements 
and Related Notes”.

(Assets)
    Assets as of March 31, 2026 were 3,690.1 billion yen, an increase of 770.4 billion yen from the end of the 
previous fiscal year.
    This was primarily due to an increase in trade and other receivables of 422.0 billion yen and an increase in cash 
and cash equivalents of 302.8 billion yen following an increase in revenue.

(Liabilities)
    Liabilities as of March 31, 2026 were 2,291.0 billion yen, an increase of 109.0 billion yen from the end of the 
previous fiscal year.
    This was primarily due to an increase in bonds and borrowings of 269.9 billion yen resulting from factors such as 
the issuance of U.S. dollar-denominated unsecured corporate bonds and an increase in trade and other payables of 
90.9 billion yen, partially offset by a decrease in other financial liabilities of 321.0 billion yen resulting from factors 
such as the redemption of non-convertible preferred shares.

(Equity)
    Equity as of March 31, 2026 was 1,399.1 billion yen, an increase of 661.4 billion yen from the end of the previous 
fiscal year.
    This was primarily due to the net profit of 554.5 billion yen. As a result, the equity ratio attributable to owners of 
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(JPY in billions unless indicated otherwise)

Fiscal year ended
March 31, 2025

Fiscal year ended
March 31, 2026 Year on year change

Net cash provided by (used for) 
operating activities

476.4 616.5 +140.1

Net cash provided by (used for) 
investing activities

(173.0) (221.5) -48.5

Net cash provided by (used for) 
financing activities

(322.7) (96.1) +226.6

parent was 37.9%, up 12.6 percentage points from the end of the previous fiscal year.

(2) Cash Flows

Note: Figures in this table are rounded to the nearest billion yen from the figures in “I. Consolidated Financial Statements 
and Related Notes”.

    The balance of cash and cash equivalents at the end of the fiscal year was 470.7 billion yen, an increase of 302.8 
billion yen from the end of the previous fiscal year. Details of each cash flow are as follows.

(Operating Activities)
    The Group recorded 616.5 billion yen in cash inflow as a result of its operating activities (it recorded 476.4 billion 
yen in cash inflow in the previous fiscal year).
    While there was a cash outflow of 397.7 billion yen (89.4 billion yen in the previous fiscal year) following an 
increase in trade and other receivables, there was also a profit before tax of 784.1 billion yen (370.7 billion yen in 
the previous fiscal year) and 312.8 billion yen in depreciation and amortization (312.3 billion yen in the previous 
fiscal year). Regarding the primary reason for the 140.1 billion yen increase in cash inflow year on year, while the 
amount of increase in trade and other receivables increased, this was outweighed by the increase in profit before 
tax.

(Investing Activities)
    The Group recorded 221.5 billion yen in cash outflow as a result of its investing activities (it recorded 173.0 billion 
yen in cash outflow in the previous fiscal year).
    This included 281.1 billion yen for the purchase of property, plant and equipment (223.8 billion yen in the previous 
fiscal year). The primary reason for the 48.5 billion yen increase in cash outflow year on year was an increase in 
cash used for the purchase of property, plant and equipment following an increase in capital expenditures.

(Financing Activities)
    The Group recorded 96.1 billion yen in cash outflow as a result of its financing activities (it recorded 322.7 billion 
yen in cash outflow in the previous fiscal year).
    While there was 535.6 billion yen in proceeds from new long-term borrowings and 326.7 billion yen in proceeds 
from issuance of U.S. dollar-denominated unsecured corporate bonds, 616.4 billion yen was used for the repayment 
of long-term borrowings following the restructuring of capital structure carried out in July 2025 and 323.0 billion yen 
was used for the redemption of non-convertible preferred shares. The primary reason for the 226.6 billion yen 
decrease in cash outflow year on year was the increase in proceeds from new long-term borrowings and the 
issuance of bonds exceeding the increase in cash used for the repayment of borrowings and the redemption of non-
convertible preferred shares.

(3) Capital Resources and Liquidity of Funds
　The Group primarily requires capital expenditure funds for product manufacturing. The Group’s basic approach 
to these funding needs is to allocate its own funds from cash flows from operating activities while taking out loans 
or issuing bonds or stocks as necessary. As of the end of the fiscal year ended March 2026, the Group’s interest-
bearing debt was 1,022.8 billion yen, ratio of equity attributable to owners of parent was 37.9%, and the ratio of net 
interest-bearing debt to non-GAAP EBITDA was 0.46. The balance of cash and cash equivalents of the Group at 
the end of the fiscal year ended March 2026 was 470.7 billion yen.
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3. Factors that Have a Material Impact on Operating Results
　Factors that have a material impact on operating results are detailed in “III. Risk Factors”.

4. Significant Accounting Policies and Significant Accounting Estimates
　The Group’s consolidated financial statements are prepared in accordance with IFRS. In preparing the 
consolidated financial statements, the Group makes estimates and judgments based on past performance and 
circumstances and while taking into account various factors that are considered reasonable, but due to 
uncertainties inherent in estimates, actual results may differ from these estimates. For details, please refer to “I. 
Consolidated Financial Statements and Related Notes; Notes to Consolidated Financial Statements; 3. Material 
Accounting Policies” and “I. Consolidated Financial Statements and Related Notes; Notes to Consolidated 
Financial Statements; 4. Significant Accounting Estimates and Judgements”.
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III. Risk Factors
　In the memory industry, in which the Group does business, there is heavy global competition as advanced 
technologies are necessary for business execution. The Group appoints the President & CEO as the Risk 
Management and Compliance Officer, and through deliberations by the Risk Management Compliance Committee 
and other committees, risks arising in the course of economic activities such as business risks, financial and 
accounting risks, and information security risks, are thoroughly analyzed and managed according to their 
characteristics. The following are the major risks in the Group’s business that are recognized by the Company’s 
management through such risk and compliance management, but these do not cover all of the risks of the Group, 
and there are risks other than those below that cannot be foreseen. If such risks materialize, they could have a 
material impact on the Group’s business, operating results, financial position, or cash flow.
　Forward-looking statements included in this document are based on the Group’s decisions in light of the 
information currently available to it as of the date of submission and may differ materially from actual results due to 
inherent uncertainties.

1. Risks related to the business environment and economic conditions

(1) Cyclical and short-term fluctuations in the flash memory market
　Due to factors such as rapid technological innovation and productivity improvements, fluctuations in customer 
demand, continuous downward pressure on prices, and competition for market share, the flash memory market 
often sees cyclical fluctuations in supply and demand, as well as cyclical improvement and deterioration of 
market conditions. As the market experienced in the latter half of 2022 and through 2023, in the event there is 
an imbalance in the supply-demand balance due to such factors as increased production volume by the Group 
and its competitors or excess customer inventories, selling prices of flash memory products may decline rapidly 
and significantly. In response to such risks, the Group sets aside a time once a month to check the status of its 
business, such as business performance and market conditions, and to check new trends in the market, 
customer product trends, retail prices, customer inventories, and competitor conditions. This opportunity is also 
used to stay up-to-date on economic conditions and the supply and demand situation based on information from 
research companies, as well as to confirm the status of sales, production, development, and finances within the 
Group. The Group strives to reflect this in its business decisions appropriately. However, it is extremely difficult 
to predict such economic and supply-demand conditions, and there is no guarantee that they will be reflected in 
the Group’s business decisions in a timely and appropriate manner. Therefore, in the event that the supply-
demand balance is disrupted and customer demand or selling prices continue to stagnate, the Group’s 
operating results and financial position may be materially adversely affected due to a decline in the Group’s 
gross profit margin following a decrease in revenue and utilization rates at the Group’s facilities.
　Research companies predict that in the flash memory market, demand will grow in the medium- to long-term 
due to the advancement of a digital society, such as with the spread of AI-related devices and services 
including AI-equipped smartphones, PCs, and data centers. However, these predictions did not foresee the 
most recent downturn and may not be accurate in the future. In addition, in the flash memory market the 
Group’s ability to decide prices is limited, and in the medium- to long-term selling prices on a bit basis may 
decline at a similar pace as in the past. Although the Group strives to improve profitability by reducing costs and 
other measures, in the event that selling prices or demand for flash memory decrease more than the Group 
expects due to economic conditions or the supply and demand situation for flash memory, the Group’s 
business, operating results, and financial position may be materially adversely affected.

(2) Fluctuations in demand
　Demand for the Group’s products is affected by factors such as economic conditions, consumer spending, 
technological innovation, and the regulatory environment, as well as consumer markets for end products in 
which the Group’s products are used and customer trends. In particular the Group is strongly influenced by 
trends in SSDs for data centers and enterprises, which are currently major customers for the Group and are 
expected to see demand growth in the field of AI going forward, as well as the smartphone market, which 
continues to account for a substantial portion of the Group’s revenue. In addition, supply chains, including 
inventory management, are becoming more complex, and as a very limited number of large customers account 
for the majority of the market share of data center and enterprise SSDs, predicting market trends and customer 
demand can be difficult. In response to the deterioration of the supply-demand balance due to inventory 
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adjustments by large customers and fluctuations in the production volume of competitors following the spread of 
COVID-19, the Group reduced production from October 2022 to March 2024, and may take similar measures in 
the future in the event that the supply-demand balance in the market deteriorates again. In response to such 
risks, the Group strives to be aware of economic conditions and the latest supply and demand situation and 
reflect that in its management, as described in “(1) Cyclical and short-term fluctuations in the flash memory 
market” above, but it is difficult to accurately predict such demand in advance. In the event that the Group is 
unable to predict such changes in demand and is unable to respond to such changes in a timely and 
appropriate manner, the Group may not be able to supply products that meet the requirements of customers or 
consumers in the end product market, resulting in a loss of orders from customers, lower sales or profitability 
than expected, or a decline in selling prices due to oversupply, which may affect the Group’s business, 
operating results, and financial position.
　In addition, there is a possibility that demand may decline sharply or demand may not grow at the time or 
scale expected by the Group due to various factors such as the slow sales or delayed capacity increase of new 
products at customers who purchase the Group’s products, including storage at data centers and other 
facilities, smartphones, and servers. This could lead to a decline in prices or an excess of production, which 
could affect the Group’s operating results.

(3) Growth of AI-related markets
　In recent years, with the advancement of AI technology, AI-related devices and services, including AI-
equipped smartphones, PCs, and data centers, are rapidly spreading. Since these AI-related devices and 
services require large-capacity memory semiconductors, AI-related demand is expected to drive the demand for 
flash memory in the medium- to long-term. However, there is no guarantee that the AI-related market will grow 
as expected, and with the existence of other memory semiconductors, including DRAM and HDDs, the growth 
of the AI-related market does not necessarily lead to demand for flash memory. In order to capture this new 
demand, the Group actively conducts market research and analysis, has dialogue with customers, strives to 
understand AI-related needs, and engages in R&D. However, the Group’s operating results may be affected if it 
is unable to carry out R&D of cutting-edge flash memory technologies to meet AI-related needs and achieve 
mass production at competitive prices ahead of its competitors, or if the Group is unable to capture AI-related 
demand due to the demand being met by other memory semiconductors.

(4) Industry restructuring due to competition, acquisitions, and establishment of joint ventures with competitors
　The Group is in heavy competition with large, mainly non-Japanese global companies, and due of the limited 
number of major competitors in the flash memory business, it tends to be heavily affected by the investment into 
technologies and equipment, sales volume, and strategies of its major competitors. Some competitors possess 
technologies that the Group does not have, such as DRAM, in addition to flash memory, and have greater 
financial strength than the Group, which may give them an advantage over the Group in terms of 
competitiveness. While China is accelerating its efforts toward domestic production of semiconductors via 
government support, there is a possibility that the impact of U.S.-China trade frictions will restrict the entry of 
non-Chinese companies and their business activities in China in the future. The governments of places such as 
the U.S., the European Union, and South Korea have also provided substantial grants to semiconductor 
businesses, and there is a possibility that manufacturers who receive such grants will improve performance and 
capacity without regard to production efficiency, thus further accelerating global competition. In order to 
maintain and grow its market share going forward, it is essential for the Group to be aware of market trends for 
its main products and customer needs in a timely and appropriate manner, and to maintain an advantage over 
its competitors, especially in terms of selling prices, product performance, and production efficiency. In 
response to such risks, the Group constantly checks the trends of competitors in order to supply competitive 
products to the market, and continually makes efforts to improve profit margins through R&D, improvement of 
production efficiency, and increased layer stacking. However, in the event that the Group lags behind its 
competitors in terms of the realizing the aforementioned improvements, or in terms of production efficiency, 
product performance, and production volume, which are the basis for selling prices, the Group’s business, 
operating results, and financial position may be affected by pressure on profit margins, loss of orders for 
products from customers, or inability to maintain its market share.
　In addition, the memory and semiconductor industry is subject to significant changes in market conditions, 
and there are many businesses that operate globally, including the Group. In this business environment, there 
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is a possibility that acquisitions will happen or business alliances will be formed in the memory and 
semiconductor industry, such as when SK Hynix Inc. acquired Intel Corporation’s flash memory business, and 
when the Western Digital Group separated its flash memory business into the Sandisk Group. Regardless of 
whether or not the Group is included in such acquisitions or alliances, the competitiveness of the Group may be 
adversely affected as a result of significant changes in the Group’s competitive environment.
　Kioxia Corporation and the Group’s three manufacturing joint ventures received a grant of approximately 92.9 
billion yen from the Japanese government between fiscal years 2022 and 2025 for the production of flash 
memory at the Group’s Yokkaichi Plant. In addition, Kioxia Corporation, Kioxia Iwate Corporation, and the 
Group’s three manufacturing joint ventures are scheduled to receive a grant of up to 150.0 billion yen from the 
Japanese government for the production of flash memory at the Group’s Yokkaichi and Kitakami Plants 
(approximately 31.8 billion yen has not been received as of March 31, 2026). Including these grants, and 
excluding the portion received by the Sandisk Group, the Group has received grants for the purchase of assets 
of 43.7 billion yen in the fiscal year ended March 2025 and 56.4 billion yen in the fiscal year ended March 2026. 
However, there is no guarantee that the Group will receive grants under the same conditions going forward, nor 
any guarantee that the Group will not be treated unfavorably by non-Japanese governments as a result of 
receiving grants. Future conditions may affect the Group’s operating results and financial position, and the 
Group’s business activities, including fundraising, may be restricted.

(5) Macroeconomic fluctuations
　The Group operates globally, and its operating results are affected by economic trends in major countries and 
around the world. The Group strives to gather information to respond to the impact of the macroeconomic 
environment and has established a system to take necessary measures against changes, such as by 
strengthening supply chains. However, in the event that product demand, selling prices, and production 
activities are affected by factors such as U.S.-China trade frictions and resulting tightening of regulations on 
Chinese companies, changes in economic policies and tariff policies in the U.S., stagnation of economic activity 
and consumption in Japan and other countries due to a slowdown in the growth of China and other developing 
countries or the resulting deterioration of the market environment, rising geopolitical risks such as the situations 
in Ukraine and the Middle East and potential conflicts over Taiwan, rising prices of raw materials and energy, 
and sudden fluctuations in financial markets, the Group’s business, operating results, and financial position may 
be adversely affected due to a decline in the Group’s gross profit margin following a decrease in revenue and 
utilization rates at the Group’s facilities.

(6) Changes in the regulatory environment
　As the Group operates all over the world and is subject to the regulations of each country in which it operates, 
regulations on semiconductors may change drastically and abruptly due to the recognition of the importance of 
economic security in regard to semiconductors in various countries. In response to such risks, the Company 
strives to obtain information on regulatory trends in major countries as soon as possible through media reports, 
materials published by authorities in various countries, advisors from legal firms, and the activities of industry 
associations such as JETRO, JEITA, CISTEC, and SIA of the United States. The Company then disseminates 
information internally as necessary to ensure thorough compliance with laws and regulations and minimize 
impact on its business. However, there is no guarantee that these countermeasures will function effectively, and 
changes in politics, social conditions, and policies both in Japan and in other regions, as well as regulations 
including those on investments, remittances of profits to their home countries, imports and exports, foreign 
currency exchange, taxes, bribery, and competition laws may adversely affect local demand and the Group’s 
business structure, which may in turn affect the Group’s business development and operating results. In 
particular, if sales to the Group’s major customers located in China are restricted due to tariffs, taxes, and other 
import/export-related regulations or operational revisions as a result of U.S.-China trade frictions, or if the 
production volume of these customers decreases due to such regulations, the Group’s revenue from such major 
customers may decrease significantly. As the Group’s business with major customers located in the United 
States may be restricted due to the Group being subject to regulations, the Group’s revenue from major 
customers located in the United States who lose access to the Chinese market and reduce production volume 
may decrease, or the Group’s suppliers of raw materials and production facilities may be subject to regulations 
thus affecting the procurement of necessary raw materials, there is a risk that the Group’s business 
development and operating results will be materially affected. In addition, in the event of further intensification of 
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U.S.-China trade frictions or increased regulations on China, there is a possibility that the U.S. or Chinese 
governments may further increase regulations, impose economic sanctions, or enact or revise laws and 
regulations against companies in the opposing country. Depending on the change and the responses to it by 
the Company and its competitors, the Group’s business, operating results, and financial condition may be 
materially affected.

2. Risks related to management policies and decisions

(1) Risks related to management strategy
　To realize its mission and vision the Group implements management policies and strategies based on its 
business environment and formulates business strategies which factor in the growing AI market and the strong 
demand for flash memory, with the aim of using memory technology to enter into a new era and change the 
world. However, (i) demand for AI and the flash memory market may not grow as predicted by research firms, 
(ii) the Company’s market share for data center and enterprise products may stagnate due to competition and 
technological innovation, (iii) flash memory prices may stagnate due to negotiations with customers or 
unfavorable supply-demand balance resulting from increased production by competitors, or (iv) the Company’s 
production equipment and production efficiency may not increase as planned due to factors such as yen 
depreciation, inflation, materialization of supply chain risks, or labor shortages. The Company strives to carry 
out these business strategies, but if the aforementioned risks or other risks described in “III. Risk Factors” 
materialize, actual results may differ materially from these business strategies.

(2) Predictions about the flash memory market, capital expenditures
　The Group plans to invest in production facilities at its Yokkaichi and Kitakami Plants, as well as in R&D, 
while comprehensively taking into account demand trends, the development status and investment efficiency of 
production process technologies. However, in the event that the market fluctuates significantly compared to 
demand forecasts at the start of production, excess or lack of production facilities may lead to a deterioration in 
profit margins, excess inventories, a decline in sales volumes or selling prices, impairment of fixed assets, loss 
of sales opportunities, or a decline in market share. While the Company checks the latest demand forecasts 
and the business environment and evaluates risks when making decisions on capital expenditures, it is difficult 
to accurately predict demand in the flash memory market. As delivery times for orders for manufacturing 
facilities and infrastructure are long, there is no guarantee that these evaluations and predictions will be 
accurate, and in the event that the actual business environment differs from the Company’s predictions, the 
Group’s operating results and financial position may be affected.
　In addition to these large capital expenditures, the Group continues to invest in R&D, resulting in high fixed 
costs. The Group is able to change its capital expenditure plan in response to market fluctuations, but there is a 
limit to how much fixed costs can be reduced. As a result, even a comparatively small decline in revenue may 
have a relatively large impact on operating profit and cash flows, which may affect the Group’s business, 
operating results, and financial position.

(3) Discrepancy between investment plans and their outcomes
　When making capital investment decisions, the Group continuously checks the delivery date and the 
availability of necessary human resources, equipment, and materials. In regard to technological development, 
the Group stays aware of its competitors and continually verifies the competitive advantages of its products. 
However, in regard to the Group’s capital expenditures for the establishment of new buildings at the Yokkaichi 
and Kitakami Plants and investment in the development of technologies such as next-generation flash memory, 
there may be a discrepancy between plans at the time of investment and the time when production begins due 
to factors such as delays in equipment delivery dates, mass production start times, yield improvement, progress 
of development, and securing necessary human resources, equipment, and materials, as well as failure to 
realize planned yields, manufacturing periods, and product characteristics (the Group postponed some of its 
planned capital expenditures in response to the rapid deterioration in supply and demand in the memory market 
from the latter half of 2022 and through 2023). In addition, the investments may not yield the expected outcome 
due to failure to meet the expected production capacity, yield, or production efficiency, or failure to see 
commensurate demand even if the above expectations are met. A decline in competitive advantage or market 
share due to delays in collecting amounts or inferiority to competitors in the development and sales of new 
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products may lead to the Group failing to secure expected profits or effects on its business, operating results, 
and financial position.

(4) Success/failure of strategic alliances, joint ventures, acquisitions, investments, etc.
　In the memory and semiconductor industry, restructuring occurs through alliances, joint ventures, 
acquisitions, investments, etc., and the Group may also take part in alliances, joint ventures, acquisitions, 
investments, etc. in order to acquire technologies, expand business domains, strengthen competitiveness, and 
improve profitability. For example, the Group is in a manufacturing joint venture agreement with and operates a 
joint venture with Sandisk. In July 2020, the Company acquired all shares of Solid State Storage Technology 
Corporation, a subsidiary of the Taiwan-based LITE-ON Technology Corporation, as well as those of its 
affiliates. In June 2022, the Company acquired all shares of Chubu Toshiba Engineering Corporation from 
Toshiba Digital Solutions Corporation, an affiliate of Toshiba Corporation. In the case of alliances, joint 
ventures, acquisitions, investments, etc., the Company conducts a detailed preliminary investigation of the state 
of management, business, and finances, as well as compliance with laws and regulations and contractual 
relationships to assess risks and make decisions. However, in the event of a deterioration in the performance of 
the business with which the alliance, joint venture, acquisition, or investment will take place, the Company’s 
consolidated profits may deteriorate and shares held and goodwill may be impaired, which in turn may have an 
impact on the Group’s operating results and financial position. In the event that the Group or one or more of its 
businesses are the subject of an alliance, joint venture, acquisition, investment, etc. but the integration does not 
proceed as expected or the synergies or economies of scale expected by the Group are not achieved, 
profitability may deteriorate due to a significant change in management policy, reduction in the scale of 
business, loss of economies of scale, etc., which may in turn have an impact on the Group’s business, 
operating results, or financial position. Depending on the form and content of the alliance, joint venture, 
acquisition, investment, etc., the Group may not be able to effectively control the actions of other parties, and as 
a result of the implementation of alliances or joint ventures with specific third parties, the Group’s management 
options or business operations, such as alliances, collaborations, or transactions with outside parties, may be 
restricted.

(5) Joint venture with the Sandisk Group
　The Group is in a manufacturing joint venture agreement with the Sandisk Group and has established three 
manufacturing joint ventures. Through these joint ventures, the Company is able to make investments on a 
larger scale than if it were to invest alone and enjoy economies of scale in terms of capital expenditures and 
production efficiency. The three manufacturing joint ventures procure production equipment through the 
borrowing of funds from the Group and the Sandisk Group or through a lease agreement with the three 
manufacturing joint ventures and install them at the Group’s Yokkaichi and Kitakami Plants. The Group then 
produces wafers using the production facilities loaned free of charge by the three manufacturing joint ventures 
and sells the processed wafers to the three manufacturing joint ventures. The three manufacturing joint 
ventures sell 50% of their products to the Group and 50% to the Sandisk Group. In accordance with the joint 
venture agreement, in the event of a breach of contract by the Sandisk Group or other grounds for termination 
under the joint venture agreement, there is a possibility that the Group may purchase an interest in the Sandisk 
Group equal to the remaining book value of the production facilities owned by the three manufacturing joint 
ventures. This may have an impact on the Group’s operating results and financial position. While Kioxia 
Corporation and Sandisk Corporation each currently guarantee 50% of the liabilities for the lease agreement for 
the production facilities owned by the three manufacturing joint ventures, in the event that Sandisk Corporation 
is unable to fulfill its liability guarantee due to the deterioration of its operating results or financial position, Kioxia 
Corporation may inherit Sandisk Corporation’s liabilities, or the joint venture agreement may be terminated due 
to default on said liabilities, and there is a possibility that the Group may purchase an interest in Sandisk 
Corporation equal to the remaining book value of the production facilities owned by the three manufacturing 
joint ventures, which may have an impact on the Group’s operating results. The Group communicates 
extensively with the Sandisk Group regarding production, investment, R&D, operations, finance, etc., and under 
the joint venture agreement, the Company and the Sandisk Group have equal rights and obligations in terms of 
the operation of the joint venture. As the Sandisk Group is a competitor of the Group, in the event of a 
discrepancy in the management and strategic direction between the two companies, decisions may take longer 
than expected to be made, or there may be other interferences with the operation of the joint venture, which 
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may affect the Group’s business, operating results, and financial position.
　In the event that Kioxia Corporation purchases an interest in the Sandisk Group, the three manufacturing joint 
ventures may be treated as consolidated subsidiaries of the Company. In such an event, the operating results 
of the three manufacturing joint ventures may be reflected in the Company’s consolidated financial statements, 
which may affect the operating results and financial position of the Group.
　The manufacturing joint venture agreement with the Sandisk Group is effective until 2034 for the Yokkaichi 
and Kitakami Plants, and it has not yet been decided whether the joint venture will continue after the respective 
expiration dates. It is currently undecided what the terms of the agreement will be if the joint venture does 
continue. If it does not continue, the manufacturing joint venture will be dissolved or liquidated, which may affect 
the Group’s business, operating results, and financial position.
　The Sandisk Group separated from the Western Digital Group and listed on the Nasdaq Stock Market in 
February 2025. While the Company still does not anticipate that the Sandisk Group’s separation from the 
Western Digital Group will have a material impact on the Company or its manufacturing joint ventures, there is 
no guarantee that the Company will continue to enjoy the benefits that it has thus far through its joint ventures 
going forward. While there are certain restrictions regarding the manufacturing joint venture agreements, there 
is no guarantee that the Sandisk Group will not establish strategic alliances with third parties that would 
adversely affect the Company’s competitiveness.

(6) Technological innovation
　Flash memory requires advanced technology and is produced through a complex production process. It is 
also a product where technological innovation occurs quickly, as seen through migration to next generation 
products, increased capacity, and other improvements. As there is a possibility that new technologies will 
emerge to replace flash memory in the future, a large amount of long-term and continuous R&D investment is 
required in order to quickly provide products that use the latest technology. In response, the Company checks 
the latest technology trends and reflects them in its R&D and investment plans, and checks that its R&D is 
consistent with its own strategies and meets market requirements. Specifically, the Group is working on 
increased layer stacking for BiCS FLASH™, the transition to 4 bits per cell (QLC), and other new technologies. 
However, there is no guarantee that these efforts will be successful, and in the event that the Group falls behind 
its competitors, new entrants to the industry, or alternatives to flash memory in terms of migration to next 
generation products, technological innovation, or improvement of production efficiency and there is a decline in 
competitiveness in production efficiency per gigabyte or other product characteristics, or in the event that the 
inability to achieve the technical performance of new products desired by customers is not achieved, or in the 
event that development is successful but customer demand for the final product declines, there may be an 
impact on the Group’s operating results and financial position due to a decline of the Group’s technological 
superiority and competitiveness, loss of customers or decline in market share, or inability to obtain profitability 
commensurate with investment. The same can be said not only for flash memory, but also for OCTRAM, 
technology that the Group is currently working on.

3. Risks associated with the Group’s operations

(1) Dependence on specific customers
　The Group is a specialized flash memory manufacturer, and much of its revenue depends on a limited 
number of customers and industries, such as major smartphone manufacturers and large IT companies, 
including hyperscalers that require SSDs. While the Group strives to promote sales and optimize its sales 
portfolio in line with market growth, there may be changes in the sales trends of these major customers and 
industries, the business environment, the intensification of U.S.-China trade frictions, deterioration of the 
situation in the Middle East, the materialization of geopolitical risks surrounding Taiwan, U.S. tariff policies and 
the level of demand for the Group’s products, or major customers’ policies and terms related to transactions, 
such as the review of major suppliers in the case of multi-company procurement. These changes, in addition to 
a decrease in demand for a given customer’s final product despite product development based on the needs of 
said customer, may lead to a major customer ceasing to use the Group’s products, the number of orders 
decreases, or other terms related to the sale of products are changed to the disadvantage of the Group. In such 
an event, the Group’s business, operating results, and financial position may be affected, such as through a 
decrease in revenue, excess inventory, or a review of selling prices associated with resale to customers.
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　In the fiscal year ended March 2026, sales to the Apple Group accounted for more than 10% of the Group’s 
consolidated revenue. Relationships with these customers, including those who are influenced by international 
circumstances such as U.S.-China trade frictions and U.S. tariff policies, may materially affect the Group’s 
business, operating results, and financial position.

(2) Procurement of materials and energy
　In order to continue its business activities and maintain and strengthen its competitiveness, it is necessary for 
Group to optimize its supply chain, such as by ensuring that parts, materials, manufacturing equipment, etc. are 
delivered in a timely and appropriate manner. However, for some parts, materials, and manufacturing 
equipment there are limited suppliers due to the nature of the goods, and it is difficult to switch suppliers. For 
example, from 2020 to 2023, there was a global shortage of semiconductors, which significantly hindered the 
activities of manufacturers, including the Group. In the event of a shortage of supply of parts or materials, 
delayed supply, tightening of environmental regulations, materialization of geopolitical risks, regional conflicts, 
or interruptions in supply due such factors as accidents, natural disasters, epidemics, a shortage of parts or 
materials may interfere with or delay the manufacture of the Group’s products, or may increase the cost of 
purchasing from other suppliers, which may in turn affect the Group’s business, operating results, and financial 
position. In order to reduce such risks as much as possible, the Group has entered into long-term purchase 
contracts with suppliers for some materials that are indispensable for the manufacture of the Group’s products, 
such as silicon wafers. However, in the event that the market price is lower than the Group’s contract price, the 
long-term purchase contract may not necessarily be advantageous for the Group, and may even be 
disadvantageous.
　As the Group’s production and other business activities require a stable supply of electricity, in the event that 
the operation of the Group’s plants and other facilities is suspended or restricted due to a power outage or 
power supply shortage, or in the event that there is a further increase in electricity costs due to a shortage of 
power supply in accordance with the cessation of operation of power plants in Japan and an increase in fuel 
costs due to exchange rate fluctuations or geopolitical risks, or in the event that the procurement price of 
renewable energy does not decrease in line with the Seventh Strategic Energy Plan, the Group’s 
competitiveness as well as production and sales activities may be adversely affected. In addition, although the 
Company is provided services such as technical support from outside the Group, the Company may not be able 
to be provided these services under reasonable conditions due to increased labor costs following a decrease in 
the working population, the depreciation of the yen, and the materialization of geopolitical risks.
　In the fiscal year ended March 2022, the Group recorded a loss of 33.2 billion yen due to the impact on 
operations at its Yokkaichi and Kitakami facilities caused by use of contaminated material in certain 
manufacturing processes at both facilities for its BiCS FLASH™ 3D flash memory. In the event that there is a 
defect in procured parts or materials and specifications are not met, the reliability and reputation of the Group’s 
products using said parts or materials may be adversely affected, and the Group may be subject to claims for 
damages. As a result, the reputation and social credibility of the Group’s products and brands may decline, or 
compensation may be paid, which in turn may affect the Group’s business, operating results, and financial 
position.
　In addition to rising costs for raw materials and labor, competition for construction materials has intensified 
due to the simultaneous construction of factories by major domestic companies, and it has become extremely 
difficult to secure construction contractors with necessary expertise. This may lead to delays in construction, an 
increase in construction costs, and a decline in the quality of the Group’s products.
　In response to these risks, the Group is promoting stable procurement and cost reduction by building a supply 
chain that takes geopolitical risks into account, securing multiple suppliers, being aware of supply chain 
information, and reducing the risk of supplier incidents by holding inventory. However, there is no guarantee 
that these measures will always be effective, and in the event of disruptions in the supply chain by impediments 
in the international movement of goods, human resources, and information due to the materialization of 
geopolitical risks, there is a possibility that corporate activities may be hindered due to increased prices of raw 
materials and energy or a shortage of construction materials and contractors, and the Group’s business, 
operating results, and financial position may be affected.

(3) Outsourcing of production
　The Group outsources some processes related to product manufacturing, especially most assembly 
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processes for the Group’s memory and SSD products, to external partner companies. In addition to requesting 
these external partner companies to manufacture based on specifications given by the Group, the Group takes 
various quality control measures.
　However, it is impossible for the Group to fully be aware of and control the production processes and quality 
control of third-party contractors, and in the event that there are unforeseen circumstances in the production 
processes at external partner companies outsourced by the Group, or if there is a delay in production, there 
may be interferences with the on-time delivery of the Group’s products to its customers. In addition, there is no 
guarantee that the Group will be able to secure another suitable contractor in a timely manner in the event that 
an existing contractor does not fulfill its assigned production. For example, in 2022, due to the lockdown in 
Shanghai due to China's zero-COVID policy, the back-end processing facilities and logistics warehouse in 
Shanghai to which the assembly process of the Group’s memory products was outsourced were temporarily 
closed. In the event of a product defect caused by an outsourced production process, the relationship between 
the Group and its customers or the reputation of the Group or its products may deteriorate, or customers may 
make claims for damages, which may affect the Group’s business, operating results, and financial position.
　In addition, although the Group selects external production contractors based on geopolitical risks and the 
Group’s potential degree of dependence on the contractor, there is no guarantee that these measures will be 
successful, and if the Group’s dependence on certain external contractors increases, it may become difficult to 
switch contractors, which may affect the Group’s business, operating results, and financial position due to price 
increases and other factors.

(4) Dependence on management
　Although the management activities of the Company are led by executive officers under the control of 
directors and Audit and Supervisory Board Members, it is not impossible that authority and management 
decisions will be concentrated in the hands of specific persons, such as Representative Director Nobuo 
Hayasaka, Executive Chairman Stacy Smith, and President & CEO Hiroo Ota. In such a case, the judgment of 
said person may have a significant impact on the business and corporate governance may not function 
appropriately, and the Group’s business activities may stagnate due to the absence or retirement of the 
manager, or the smooth succession to the successor may not proceed, which may affect the Group’s business, 
operating results, and financial position. At the ordinary general meeting of shareholders held on June 27, 2025, 
a proposal for an increase in officer remuneration and the introduction of continuous service and performance-
linked stock-based remuneration was approved to secure talented management in the future. This may affect 
the Group’s business performance due to an increase in remuneration for the Company’s management and the 
total number of shares issued. On June 25, 2026 Nobuo Hayasaka is expected to leave the office of 
representative director and Hiroo Ota is expected to assume the role of representative director.

(5) Securing of human resources
　The success or failure of the Group’s business is highly dependent on securing talented human resources in 
all processes and fields, including development, production, sales, and business management. In particular, it is 
essential to secure talented human resources in order to expand the Group’s business globally and promote 
cutting-edge development and research. In order to secure human resources, the Group is working to acquire 
talented human resources by promoting activities that increase the recognition and brand value of the Group 
and by promoting diverse management. However, the number of talented human resources in each process 
and field is limited, and competition in securing human resources is becoming more intense given the 
depreciation of the yen and a growing global demand for technical human resources. As a result, in the event 
that the Group is not be able to acquire the necessary human resources at the required time and prevent the 
outflow of existing employees, more costs may be incurred than necessary in salaries and retention plans to 
acquire and retain new human resources, which in turn may affect the Group’s business, operating results, and 
financial position.

(6) Delays, disruption, etc. in production due to large-scale disasters
　The Group’s flash memory production sites are concentrated in Japan. In its Risk Management Compliance 
Committee, the Group checks the status of its crisis management system and business continuity plan (“BCP”) 
in an effort to reduce the impact on its business in the event of an emergency such as a natural disaster. 
However, in the event of a large-scale natural disaster such as an earthquake, tsunami, typhoon, flood, fire, 
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volcanic eruption, or in the event of a strike, terrorist attack, pandemic, power outage, accident, system trouble, 
infrastructure failure, etc. at the Group’s production sites or in its supply chain, production and sales may be 
significantly adversely affected due to a decrease in or suspension of operations at the Group’s plants, 
stagnation of supply from the supply chain, or a decline in demand, which may affect the Group’s business, 
operating results, and financial position.
　Since the COVID-19 pandemic the Group has been taking measures such as actively implementing remote 
work and promoting purchasing from multiple companies in the supply chain. However, in the event that new 
infectious diseases arise within the Company, the supply chain, sales offices, or in countries and regions where 
said offices are located, and restrictions on operations and movement arise as a result, production and sales 
may be materially adversely affected by a decrease in or suspension of operations at the Group’s plants, 
stagnation of supply from the supply chain, and a decrease in orders. In addition, while demand for servers and 
games increased due to the increase of remote work, online learning, and video streaming services during the 
pandemic, demand for smartphones was sluggish. As such, new diseases may have a material impact on the 
demand for memory products, which in turn may have an impact on the Group’s business, operating results, 
and financial position.
　The Yokkaichi Plant, which is one of the Group’s production sites, is located in an area with a high risk of 
earthquakes and floods, and the Kitakami Plant is located in an area that was severely damaged by the 2011 
Tohoku Earthquake. In the event of a large-scale disaster such as an earthquake, flood, or typhoon, or power 
outage at the Group’s production sites and sales offices, production and sales activities may be hindered due to 
damage to production facilities, suspension of operations, suspension of procurement of raw materials, or loss 
of logistics and sales functions, which may have materially adversely affect the Group’s asset value and 
production and sales capabilities, which may in turn affect the Group’s business development and operating 
results.
　In addition to disasters, production and sales activities at the Group’s production sites may be hindered due 
to failures in production equipment, defective parts, or malfunctions in production systems, which may materially 
adversely impact production and sales capabilities. In June 2019, due to the suspension of production following 
a power outage at Kioxia Corporation’s Yokkaichi Plant, the Group recorded a loss of 34.5 billion yen (a loss of 
33.4 billion yen when factoring in insurance proceeds of 1.1 billion yen) in the fiscal year ended March 2020. In 
the event of such incidents, the Group’s business development and operating results may be affected.

(7) IT system failure, etc.
　The Group uses IT systems for a wide range of operations, including production, sales, and management. 
Malfunctions of these systems, attacks by external computer viruses, or unauthorized access may cause 
serious failures in the Group’s IT systems. In response to these risks, the Group monitors network and security 
failures, detects attacks and unauthorized access from outside, strives to prevent failures, holds meetings to 
check risks for large-scale system changes and maintenance, reduces the risk of failures, and regularly 
conducts BCP drills in anticipation of failures. However, there is no guarantee that such measures will always 
function effectively, and in the event of a serious failure of the IT system, a large amount of cost and effort will 
be necessary to deal with the failure, and the Group’s business activities may be materially adversely affected 
by the suspension of production, ordering, and shipment at its plants while the system is down. This may have 
an impact on the Group’s operating results and financial position.

(8) Leakage of personal information and other confidential information
　The Group holds and manages, in various forms, personal information and other confidential information 
obtained through the technical, R&D, manufacturing, and sales activities of the Group, its business partners, 
and suppliers. In response to risks of leakage of such information, the Group has established internal rules 
regarding information security management and an Information Security Committee, and is engaged in 
continuous improvement of its security management through countermeasures and employee education and 
training. In addition, in response to the Act on the Protection of Personal Information, the Group has established 
an information security system that includes its production and sales sites and affiliated companies, as well as a 
communication and reporting system that can respond promptly. The Group has strengthened the management 
of information subject to protection by regularly managing access using internal IDs and taking inventory of 
access rights. However, there is no guarantee that these measures will always be effective, and in the event 
that information held or managed by the Group is leaked due to unforeseen circumstances and a third party 
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illegally acquires or uses it, there may be a decline in competitiveness due to the leakage of trade secrets, 
credibility from customers, and social credibility, costs incurred related to response to the leakage of personal 
information and system modifications, or lawsuits filed against the Group from parties seeking compensation for 
damages. This may affect the Group’s business, operating results, and financial position.

4. Financial Risks

(1) Impairment of goodwill
　Goodwill at the end of the fiscal year ended March 2026 was 395,585 million yen, accounting for 10.7% of 
total consolidated assets. Especially material for the Group is goodwill which was recognized when it acquired 
all shares of the former Toshiba Memory Corporation in June 2018. Under IFRS, which the Company uses in its 
consolidated financial statements, goodwill is not amortized, but an impairment test is conducted every fiscal 
year or when there are signs of impairment. In the event that the Group’s revenue or capacity to generate cash 
flow are deemed to have declined, it may be necessary to record an impairment loss, which may affect the 
Group’s operating results and financial position.
　As described above, IFRS, which the Company uses in its consolidated financial statements, does not 
amortize goodwill, which differs from corporate accounting standards generally accepted in Japan. Therefore, in 
the event it becomes necessary to record an impairment loss on goodwill, the amount of impairment loss 
recorded may be larger than the amount of impairment loss recorded based on corporate accounting standards 
generally accepted in Japan.

(2) Deferred tax assets
　Based on current accounting standards, the Group records deferred tax assets (net amount of which was 
176,784 million yen as of the end of March 2026) after rationally estimating its future taxable income for tax 
carry-forward losses and future deductions and temporary differences and examining the probability of the 
recovery of the asset. In the event that it is determined that all or part of the deferred tax assets are not 
recoverable due to significant changes in the Company’s operating results or business environment and its 
group companies, or in the event that the tax system is revised, such as with a change in the tax rate, or the 
accounting standards are revised, such deferred tax assets may be reduced, which may affect the Group’s 
operating results and financial position.

5. Financial Market Risks

(1) Exchange rate fluctuations
　As the Group conducts its business activities using various currencies in various regions around the world, 
the Group’s business, operating results, and financial position are affected by fluctuations in exchange rates. In 
particular, since the Group’s revenue is primarily denominated in foreign currencies and the production sites for 
front-end processes are located in Japan, a substantial portion of operating expenses are denominated in yen, 
and in the event that the yen appreciates, the Group’s business, operating results, and financial position may be 
adversely affected.
　While the Group strives to minimize the impact of foreign exchange rate fluctuations by conducting hedging 
transactions on a regular basis, the effect of this is limited due to the hedge period being set at several months, 
which is the scale of how far in advance actual demand can be predicted. In addition, due to sudden exchange 
rate fluctuations, there is a possibility that foreign exchange translation losses may be incurred due to 
differences in the exchange rates between the timing of the recording and settlement of payables and 
receivables denominated in foreign currencies.
　In addition, foreign currency translation adjustments resulting from converting foreign currency-denominated 
assets and liabilities held by subsidiaries of the Group outside Japan into yen, the currency used in the Group’s 
consolidated financial statements, are included in equity as other comprehensive income. As a result, equity 
attributable to owners of parent for the Group may be adversely affected by fluctuations in exchange rates, 
which may affect the Group’s financial position.

(2) Changes in the funding environment
　The Group raises funds through the issuance of bonds and raises capital funds through the issuance of 
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shares on the capital market. However, the availability and conditions of fundraising are strongly affected by the 
financial and securities market, interest rates trends, the supply and demand of funds, and changes in financing 
and investment policies on the part of lenders and investors. These factors may limit the Group’s business 
activities if it cannot raise the amount of funds it wants at the desired time or under the desired conditions, or its 
business activities may be limited by financial covenants even if it is able to raise funds.
　As the flash memory industry sees a large amount of mass production and heavy competition in the 
development of new products, a large amount of capital expenditures and R&D investments are necessary to 
maintain and strengthen competitiveness in terms of price and quality. However, if the Group is unable to 
procure the necessary funds in a timely manner due to the aforementioned reasons, it may not be able to 
perform the necessary capital expenditures and R&D investments at the necessary time, which may in turn 
have an impact on its operating results and financial position.

6. Legal Risks

(1) Matters related to significant litigation cases, etc.
　The Group conducts business activities around the world and may be involved in litigation, arbitration, or 
other legal proceedings and may be subject to investigations by authorities. As judicial systems differ by region 
and the aforementioned legal procedures are inherently difficult to predict, it is not impossible that the Group 
may be ordered to restrict or suspend operations and transactions, such as the payment of amounts that 
exceed the Group’s expectations or suspension of sales. For this reason, in the event that a decision is made 
that is disadvantageous to the Group as a result of litigation, arbitration, or other legal proceedings, or the result 
of investigations by authorities, depending on the nature of the decision, the Group’s business, operating 
results, financial position, social reputation, and credibility may be affected. In addition, in the event that a 
lawsuit for a large sum of money due to various circumstances, even if it is unlikely that the Company will be 
ordered to pay compensation for damages, the social reputation of the Group may decline as a result of 
garnering public attention. In response to this risk, in transactions with external parties the Company strives to 
enter into contracts that clarify the scope of responsibility of the Group and the other party, and the Company 
has a policy to respond to individual cases while receiving advice from outside lawyers with a high level of 
expertise. However, there is no guarantee that these measures will always function effectively, and depending 
on the content and results of the case, the Group’s business development, operating results, social reputation, 
and credibility may be affected.

(2) Protection of intellectual property rights
　In order to protect its technologies and know-how, the Group strives to secure intellectual property rights 
through the cooperation of relevant departments. However, sufficient protection for intellectual property rights 
may not be obtained in some regions, and the sale of products that infringe the Company’s intellectual property 
rights by third parties in these regions may affect the Group’s business, operating results, and financial position. 
In addition, the Group outsources some of the manufacturing and R&D of its products to third parties, and 
allows third parties to use the Group’s intellectual property rights, and it is not impossible that such third parties 
may inappropriately use the Group’s technologies and know-how.
　While the Group may use the intellectual property rights of a third party after permission to do so, there is a 
possibility that the Group is not able to receive the necessary permission from a third party in the future, or that 
it is only able to receive such permission under unfavorable conditions. In the event that such a situation occurs, 
the Group’s business development and operating results may be affected. In addition, in the memory industry, 
each major manufacturer holds a number of important patents which are often reciprocally cross-licensed with 
those of other companies. In the event that other companies acquire a larger number of more effective patents 
than the Group, or in the event that the Group’s management policy on cross-licensing changes, there may be 
restrictions on the manufacture and sale of the Group’s products, or the payment of license fees may be high.
　In addition, the Group may be the subject of litigation in relation to intellectual property rights, or may file 
lawsuits in order to preserve its own intellectual property rights. Such litigation may consume time, money, and 
other management resources, and depending on the outcome of the litigation, the Group may not be able to 
use important technologies or may be liable for damages, which may affect the Group’s business development 
and operating results.
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(3) Quality problems
　The Group has adopted the international standards ISO9001 and IATF16949 quality management systems 
and optimally controls the quality of each product. To prevent major quality problems the Group performs quality 
control in the manufacturing process from the planning and development phase, performs product shipment 
quality assurance, promotes continuous quality improvement, and takes corrective and preventive measures in 
the event of a defect. However, it is not impossible that quality problems arise in the future, including those 
caused by the Group, its contractors, or suppliers. In addition, in the event that a serious quality problem occurs 
and delivery to the customer is significantly delayed or rework is required, the Group may incur a large financial 
cost or liability for damages, and liability may arise for general users of SSDs, USB memory, SD memory cards, 
etc., which could incur a large cost necessary to respond to the issue and compensation for damages, or public 
trust in the Group or its products may decline significantly. This may have an impact on the Group’s business 
development, operating results, social reputation, and credibility.

(4) Environment-related matters
　The Group is subject to various environment-related laws and regulations in various countries around the 
world which relate to air and water pollution, hazardous substances, waste disposal, product recycling, climate 
change prevention, energy, etc., and may be subject to new laws and regulations in the future (such as PFAS 
regulations). The Group has adopted ISO14001 and ISO 50001 and strives to comply with laws and 
regulations, such as by establishing a system for checking laws in accordance with such management systems 
and closely monitoring trends in relevant laws. The Group also monitors the impact of its business activities on 
the environment and strives to reduce risks. However, under the aforementioned laws and regulations, 
regardless of fault on the part of the Group or lack thereof, the Group may have to bear legal or social 
responsibilities related to the environment from its business activities, including those in the past, such as the 
remediation of land at its production sites. In addition, environmental regulations and social requirements may 
become more stringent in the future, or additional responsibilities such as the removal of hazardous substances 
and the reduction of greenhouse gas emissions may be borne, which may restrict the Group’s business 
activities or increase the cost of complying with such regulations. Failure to appropriately respond to such 
environmental regulations or social requirements may lead to a decline in the Group’s social reputation and 
credibility, which may in turn affect the Group’s business, operating results, and financial position.

(5) Compliance
　The Group is subject to the laws and regulations of each country in which it operates. While the Group is 
working to introduce an internal control system to establish a compliance system for such laws and regulations 
and optimize its business operations, it may be difficult to comply with laws and regulations due to the 
limitations inherent in the internal control system or changes in laws, regulations, or legal interpretations. The 
Group has established the Risk Management Compliance Committee to mitigate such risks. While the Group 
uses compliance education to ensure that compliance is thoroughly understood and conducts monitoring via 
internal audits, in the event of a compliance violation occurs despite these efforts and the Group is subject to 
administrative sanctions such as suspension of operations, the Group’s business, operating results, and 
financial position may be affected due to impediments to its business, monetary penalties, claims for damages 
related to violations of laws and regulations, or a decline in its social reputation and credibility.

7. Risks related to relationships with shareholders, etc.

(1) Relationship with the Bain Capital Group
　The Company is financed by funds advised by the Bain Capital Group, a global private equity firm, through 
BCPE Pangea Cayman, L.P., BCPE Pangea Cayman 1A, L.P., BCPE Pangea Cayman 1B, L.P. and BCPE 
Pangea Cayman2, Ltd. These funds are shareholders who indirectly hold 21.87% of the Company’s outstanding 
common shares as of March 31, 2026. Yuji Sugimoto and Masashi Suekane, who are directors of the 
Company, and Shunsuke Nakahama, who is an Audit and Supervisory Board Member of the Company, are 
members of the Bain Capital Group.
　The funds advised by the Bain Capital Group have sold a portion of the Company’s shares at the time of and 
after the listing of the Company. However, as the funds still currently hold a substantial number of shares of the 
Company, they may have a material influence on the results of the resolutions of the Company’s general 
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meetings of shareholders, such as those regarding the election and dismissal of Company officers, mergers 
with other companies and other such reorganizations, capital reduction, or amendments to articles of 
incorporation.

(2) Relationship with Toshiba Group
a. Capital relationship with Toshiba Corporation

　Toshiba Corporation holds 17.59% of the Company’s outstanding common shares as of March 31, 2026. 
While it sold a portion of the Company’s shares at the time of and after the listing of the Company, as it still 
holds a substantial number of the Company’s shares, it may have a material influence on the results of the 
resolutions of the Company’s general meetings of shareholders, such as those regarding the election and 
dismissal of Company officers, mergers with other companies and other such reorganizations, capital 
reduction, or amendments to articles of incorporation

b. Contractual relationship with Toshiba Group
　The Company has entered into a cross-licensing agreement with Toshiba Corporation regarding patent 
rights and technical information necessary for the memory business. Going forward, in the event that this 
cross-license agreement is terminated or the terms are changed to be disadvantageous for the Company, the 
Group’s business development and operating results may be affected. While this cross-licensing agreement is 
conducted on an equal footing after confirming the rationality and validity of the transaction and its terms, as it 
is a transaction with a party that has a specific relationship with the Company, any impact on the terms of the 
transactions with the Toshiba Group may also affect the Group’s business, operating results, and financial 
position.

(3) Relationship with SK Hynix Inc.
　SK Hynix Inc., a competitor of the Group, holds convertible bonds that can be converted into substantially all 
of the voting rights of BCPE Pangea Cayman2, Ltd., which holds 77,400,000 common shares of the Company 
(corresponding to 14.17% of outstanding common shares as of March 31, 2026). SK Hynix Inc. has agreed with 
the Company that it will not be able to hold more than 15% of the total voting rights of the Company until 2028 
without the Company’s permission. While SK Hynix Inc. has not converted the bonds into shares as of March 
31, 2026, it may have already commenced the necessary proceedings under the antitrust, foreign exchange, 
and foreign trade laws of various countries, upon completion of the which the bonds may be converted into 
shares of BCPE Pangea Cayman2, Ltd. at any time. It is reasonable to expect that such a conversion would be 
done soon after the completion of the aforementioned proceedings. As a result of such a conversion, SK Hynix 
Inc. would be able to exercise its voting rights at the Company’s general meeting of shareholders via BCPE 
Pangea Cayman2, Ltd. (aside from the aforementioned agreement regarding holding voting rights of the 
Company, there are no special contracts between SK Hynix Inc. and the Company nor any other major 
shareholder of the Company, and the Company is not aware of any potential effects on the management of the 
Company from SK Hynix Inc. aside from SK Hynix Inc. exercising its rights on the common shares of the 
Company held by BCPE Pangea Cayman2, Ltd.). As SK Hynix Inc. is in a competitive relationship with the 
Group, its exercise of voting rights may differ from the interests of the Company’s general shareholders.

(4) Matters related to the handling of the Company’s shares by its shareholders
　As of March 31, 2026, entities held by funds advised by the Bain Capital Group (BCPE Pangea Cayman, 
L.P., BCPE Pangea Cayman 1A, L.P., BCPE Pangea Cayman 1B, L.P. and BCPE Pangea Cayman2, Ltd.) and 
Toshiba Corporation respectively hold common shares of the Company equivalent to 21.87% and 17.59% of 
the number of outstanding common shares. While the funds advised by Bain Capital Group and Toshiba 
Corporation sold a substantial number of their shares during the fiscal year ended March 31, 2026, if they sell 
more of their common shares of the Company, or if it becomes widely observed in the market that the supply-
demand situation of the common shares of the Company would deteriorate as a result of such sales, the market 
trading and market price of the Company’s common shares may be affected.
　In addition, if a large number of stock options or restricted shares are issued in the future, the exercise or sale 
of these options may have a dilutive effect on the value of the shares.

8. Climate change risks
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Transitions and physical risks associated with climate change
　In response to climate change, the Group has set a target of converting 100% of its electricity used to renewable 
energy by fiscal year 2040 and achieving net zero direct and indirect greenhouse gas emissions (Scopes 1 and 2) 
for its global business activities by fiscal year 2050. The Group is promoting the introduction of renewable energy 
such as solar power generation and the reduction of greenhouse gas emissions at its plants, as well as energy 
conservation in manufacturing. The Group’s expenditures towards sustainability initiatives may increase due to the 
introduction of carbon taxes in various countries and regions to realize a decarbonized society, the introduction of 
renewable energy and renewable energy certificates, or increased costs due to the introduction of equipment to 
remove gases such as PFCs, which have high global warming potential, in line with increases in manufacturing 
output. As for physical risks associated with climate change, increases in air conditioning costs in order to adjust 
the temperature of clean rooms following a rise in external temperatures, increases in natural disasters such as 
floods and large-scale torrential rains, and changes in long-term climate patterns may affect the Group and its 
supply chain, and business activities may be restricted, such as in the reduction or suspension of plant operations. 
In response to such potential situations, in order to reduce electricity consumption and greenhouse gas emissions 
the Group has established a company-wide working group and is working to reduce energy used for air 
conditioning and equipment cooling, improve the efficiency of the manufacturing processes, and reduce the 
amount of PFC gases used. The Group is also implementing measures to reduce damage during floods for 
buildings that are at risk according to flood and landslide hazard maps. However, these initiatives may not produce 
results, and in such cases, the Group’s business, operating results, and financial position may be affected.
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